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1 INTRODUCTION

2 Please state your name and business address.

Steven M. Oleo, 1200 West Washington, Phoenix, Arizona, 85007.

4

5 Q-

6 A.

By whom and in what capacity are you employed?

I am employed by the Arizona Corporation Commission ("Commission") as the Assistant

Director for die Utilities Division ("Division").7

8

9

10

Q. Please state your educational background.

A.

11

1 graduated from Arizona State University ("ASU") in 1976 with a Bachelors Degree in Civil

Engineering. From 1976 to 1978, I obtained 47 graduate hours of credit in Environmental

Engineering at ASU.12
13

14 Q- Please state your pertinent work experience.

15 A. From April 1978 to October 1978, I worked for the Engineering Services Section of the

16 Bureau of Air Quality Control in the Arizona Department of Health Services ("ADHS"). My

17 responsibilities were to inspect pollution sources to determine compliance with ADHS

18 rules and regulations.

19

20 From November 1978 to July 1982, Iwis widl the Technical Review Unit of the Bureau of

21 Water Quality Control ("BWQC") in ADHS (this is now part of the Arizona Department of

22 Environmental Quality ["ADEQ"])- My responsibilities were to review water and

23 wastewater construction plans for compliance with ADHS rules, regulations, and

24 Engineering Bulletins.

air
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1 From July 1982 to August 1983, I was with the Censual Regional Ofice, BWQC, ADHS.

2 My responsibilities were to conduct construction inspections of water and wastewater

3 facilities to determine compliance with plans approved by the Technical Review Unit. I also

4 performed routine operation and maintenance inspections to detennjne compliance with

5 ADI-IS rules and regulations, and compliance with United States Environmental Protection

6 Agency requirements .

7

8 From August 1983 to August 1986, Iwis a Utilities Consultant/Water-Wastewater Engineer

9 with the Division. My responsibilities were to provide engineering analyses of Commission

10 regulated water and wastewater utilities for rate cases, financing cases, and consumer

11 complaint cases. I also provided testimony at hearings for those cases.

12

13 From August 1986 to August 1990, I was the Engineering Supervisor for the Division. My

14 primary responsibility was to oversee the amiwlties of the Engineering Section, which

15 included one technician and eight Utilities Consultants. The Utilities Consultants included

16 one Telecommunications Engineer, three Electrical Engineers, and four Water-Wastewater
* .

17 Engln` eels. I also assisted the Chief Engineer and performed some of the same tasks as I did

18 as a Utilities Consultant.

19

20 In August 1990, I was promoted to the position of Chief Engineer. My duties were

21 somewhat the same as when I was due Engineering Supervisor, except duet now I was less

22 involved with the day-to-day supervision of the Engineering Staff and more involved with

23 the administrative and policy aspects of the Engineering Section.
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1 In April 2000,Iwis promoted to my present position as one of two Assistant Directors of the

2 Division In this position, I assist the Division Director in the policy aspects of the Division.

3 I am primarily responsible for matters dealing with water and energy.

4

5 L PURPOSE

6 Q- What was your assignment in this case?

7 A. My assignment was to review the Cost of Service Study ("COSS") performed by Arizona-

8 American Water Company ("AZ-American" or "Company").

9

10 Q- What is the purpose of this retiled testimony?

11 A. This testimony will discuss my review of AZ-American's COSS and present the results of

12 that review along with Staff' s recommendations.

13

14 Q- Have you reviewed or prepared COSSs in the past as part of your duties at the

15 Commission?

16 Yes, I have prepared and/or reviewed COSSs for water, sewer, electric and natural gas

17 utilities. Some of these cases include Arizona Water Company rate cases (Docket Nos.

18 U-1445-85-037 ac U-1445-91-227), Arizona Sierra Utility Company (Docket No. U-2140-

19 87-219), Graham County Electric Cooperative (Docket No. U-1749-92-298), Sulfur

20 Springs Valley Electric Cooperative (Docket No. U-1575-92~220), and Southwest Gas

21 Corporation (Docket No. U-l551-86-300). This is not an all-inclusive listing.

A.

\
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1 Q- Was rate design part of your assignment?

2 No. Rate design should not be confused with COSS. A COSS is the allocation of only costs

3 to each customs class. Rate design is basically the allocation of revenues to each customer

4 class. The COSS is only one of many factors that is considered when allocating revenues.

5 Once the revenue allocation is completed, then specific rates are designed to collect those

6 revenues. Staffs rate design witness in this case is Mr. Marvin Millsap.

7

8 COST OF SERVICE STUDY

9 Q- What is a Cost of Service Study?

10 A. In very simple terms, a COSS is an estimation of cost-causation by customer class, i.e. how

11 much does it cost the utility to provide its service to each specific customer class. The reason

12 for determining the costs incurred by the utility to serve each customer class is .to assist in

13 allocating the revenue requirement for each customer class.

14

15 For each utility, there are several generally accepted methods for conducting a COSS. There

16 is no one "correct" COSS method,but rather a range of reasonable alternatives. This is not to

17 suggest that COSSs are arbitrary, some allocations are clearly more reasonable than others.

18 This is the reason a COSS should only be used as a general guide and. as one of several

19 considerations in allocating revenue requirements and designing rates.

20

21 Q- What was the process you used in reviewing the Company's COSS?

22 began by reviewing the overall cost of service methodology used by the Company. then

23

A.

A.

looked at specific items with in the COSS.
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1 Q- Did you conduct a separate independent COSS?

2 No, I did not.

3

4 Q~ What are Stall's findings regarding the overall cost of service methodology used by the

5 Company in this case?

6 The two most generally accepted COSS methods used in the water 'industry are the Base-

7 Extra Capacity Method and due Commodity-Demand Method as outlined in the American

8 Water WorksAssociation Manual Ml, "Principles of Water Rates, Fees, and Charges". For

9 this case, the Company chose the method which I have usually used in the past, which is the

10 Commodity-Demand Method. The Commodity-Dernand Method breaks doe costs of

11 providing water service into four primary cost components: commodity costs (costs that tend

12 to vary with the amount of water), demand costs (costs associated with peak use/demand),

13 customer costs (costs not associated with water use, e.g., billing) and direct are protection

14 costs. I and the Company's use of the Commodity-Demand Method in this case to be

15 appropriate.

16

17 Q- Do you have any specific comments regarding the Company's COSS?

18 A. Yes, despite the fact that Staff  Ends the Company's specific method of COSS to be

19 appropriate, Staff believes that little weight should be given to the COSS in this case. The

20 basic reason is that any COSS is only as reliable as the inputs used in the study. For any

21 COSS, one of the primary inputs is the usage data. For a water COSS, that would be the

22

A.

A.

water usage data, i.e., average use and peak use.
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1 km this particular case, Staff is concerned about the water use data that were used by the

2 Company, due to die fact that Staff had rnany issues regarding the water use data provided to

3 Staffs Engineering Section. As an example, for the Paradise Valley Water System, the

4 Company's application showed that the gallons of water pumped (in dwusands) were

5 3,154,381. After questioning by Staff] the Company revised dis Figure several months later

6 to 3,403,548 gallons. The Paradise Valley Water System usage data are those with which

7 Staff had the least difficulty.

8

9 The system with the largest change in water use data throughout Staff's review of this case

10 was Mohave Water Distlict's Arizona Gateway System. In June 2008, the 2007 water use

11 data provided to Staff showed the water produced at 8,685,000 gallons and the water sold at

12 9,392,000 gallons. In other words, this system was selling over eight P€TCCHt more water

13 than it was producing. In September 2008, the 2007 data provided to Staff showed water

14 sold at 5,646,000 gallons. Widl water produced at 8,685,000 gallons, this is a water loss of

15 approximately thirty-ive percent (35%). In November 2008, the 2007 water sold data

16 provided to Staff was at 8,496,000 gallons. With water produced at 8,685,000 gallons, this is

17 a water loss of just over two percent (2%).

18

19 Q. Why are the water use data critical in a COSS?

20 The water use data are used to develop the commodity and demand allocation factors

21 necessary to spread the costs to the different customer classes, e.g. residential, commercial.

22 Therefore, if the water use data are incorrect or unreliable, then the allocation factors derived

rr-

23

A.

tom such data are equally as incorrect or unreliable.
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1 Q- Do you have any further comments regarding the water use data .used in the

2 Company's COSS?

3 A. Yes, the water use figures used in dm Company's COSS do not match those provided to

4 Staff For example, the Paradise Valley Water System, the data provided to Staff show

5 that water pumped for the test year to be 3,403,548,000 gallons, which equates to 9,324,789

6 gallons per day ("GPD"). The average GPD shown in due Company's COSS is 9,144,000,

7 which equates to 3,337,560,000 gallons. This is almost two percent (2%) difference.

8 Although, this may not seem significant, the water use numbers used by the Company in its

9 COSS and those provided to Staff should not be different at all.

10

11 Another concern of Stab's is the water lost. -Several of the Company's systems had

12 excessive water loss, i.e., over ten percent (10%). (Please see testimony of Staff witness

13 Dorothy Hairs.) It is my understanding that in deriving the maximum day demand and

14 maximum hour demand, the Company relied on the gallons pumped data. For those systems

15 with excessive water loss,  this would place the responsibility of the lost water on the

16 customers rather than on the Company.
I

17

18 Q. Are the facts that Staff is recommending that the Commission give little or no weight to

19 the Company's COSS and that Staff did not perform an independent COSS present a

20 problem with a llocat ing revenues and developing an appropr ia te ra te design in this

21 case?

22 This would be a problem if in this case eidler Staff or the Company wanted to propose a

23

A.

revenue allocation or rate design that was very different from the existing. However, both

in
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1 Staff and the Company are proposing to use the same basic revenue allocation and rate

2 design that the Company has today.

3

4 Q, Does Staff havelany further recommendations with regard to the Company's COSS?

5 A. Staff would strongly recommend that in the Company's next rate case, if it provides a COSS,

6 that it be required to ensure that the water use figures provided to Staff and dose it uses in its

7 COSS are identical. If in the next application Staifiinds this not to be the case, Staff should

8 be ordered to find the application insufficient. In addition, the water use figures provided to

9 Staff must be accurate. If during its review of the Company's filing, Staff finds the water use

10 data to be inaccurate,Staff should be ordered to file its findings in the docket and the Hearing

11 Division should be required to suspend the timeclock in the proceeding until the Company

12 provides the data required by Staff

13

14 Q. Does this conclude your direct testimony?

15 A. Yes, it does.

s
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1

2

INTRODUCTION

Q. Please state your name and business address.

3
4

A. Steven M. Oleo, 1200 West Washington, Phoenix, Arizona, 85007.

5 Q- By whom and in what capacity are you employed?

6 I am employed by the Arizona Corporation Commission ("Commission") as the Assistant

7 Director for the Utilities Division ("Division").

8

9 Q- Are you the same Steven M. Oleo that has previously provided testimony in this case?

10 Yes, I am.

11

12 Q- What is the purpose of this surrebuttal testimony?

13 A. I will be providing Staffs responses to portions of Arizona-American Water Company's

14 ("Az-American" or "Company") rebuttal testimony. Specifically, I will be responding to time

15 Company's testimony in regards to my recommendations regarding the Az-A1nerican's Cost

16 of Service Study ("COSS") and the Company's proposal to amend its Water Facilities Hook-

17 Up Fee WHU-1 .

18

19 Q- With regard to Staff's recommendations regarding the Company's COSS, have any of

20 the Az-American witnesses provided any information in their rebuttal testimony that

21 would cause you to change or modify your recommendation?

22 No, they have not. Staff is still of the opinion dart a company with the personnel and

23

A.

A.

A.

sophistication of Az-American should be able to ensure flat the water use numbers within its
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1 applications to the Commission match throughout diode applications. Az-American's

2 purpose is to supply water to its customers, Le., die product which it sells is water. It would

3 seem reasonable that any business that is in the business of selling a product would be

4 concerned about how much product it produces and how much of that produced product it

5 sells. In Staffs opinion, good business practice dictates a lmowledge and understanding of

6 how much product is produced and sold. This should be true even for a regulated water

7 company such as Az-Amenloan. This analysis would seem particularly appropriate for a

8 company experiencing poor financial health. Staff believes it is critical for Az-American to

9 implement a procedure whereby it can prove to this Commission that the Company actually

10 knows where its product is going. Unfortunately, in this case, it has been extremely difficult

11 to get water use numbers with which Staff is minimally comfortable utilizing. However,

12 Staff has limited confidence in the numbers provided by the Company. Staff believes that

13 deeming any fugue rate application insufficient if the water use numbers do not match within

14 that application should provide the proper incentive to the Company to take care of this issue.

15

16 Q. In its rebuttal testimony, is the Company proposing a change to its Water Facilities

17 Hook-Up Fee WHU-1 tariff for its Agua Fria system?

18 Yes, the Company is proposing several changes. First, the Company is proposing to change

19 the language in the Applicability and Purpose portions of the tariff Second, the Company is

20 proposing changes to the definitions portion of the tariff The third change die Company is

21 proposing is in the Rates portion of the tariff The fourth area of due tariff the Company

22

A.

proposes to change is the Terns and Conditions.



e

Surrebuttal Testimony of Steven M. Olga
Docket Nos. W-01303A-08-0-27, SW-01303A.08-0227
Page 3

1 Q- Does Staff agree or disagree with the changes being proposed by the Company to its

2 WHU-1 tar

3 At the present, Staff is unable to BIISWCI this question.  Before Staff is able to make a

4 recommendation to the Commission regarding the Company's proposed changes, Staff

5 would like die Company to provide additional information explaining the purpose and

6 necessity of the changes. Staff would request that the Company provide responses, in its

7 rejoinder testimony, to the following questions:

What is the propose of combining the Applicability and Purpose portions of the
tarim and changing the wording?

What is the purpose of changing the wording in the first paragraph under
definitions?

What is the purpose of adding Applicant to the definitions?

8

9

10

11

12

13

14

15

16

17

18

19

What is  the purpose of changing the wording in the definit ion of Main
Extension Agreement ("MXA")?

What is the purpose of replacing the term Off-Site Facilities with Common
Facilities and changing the wording?

What is the purpose of changing the wording in the definition of Service
Connection?

The Company should explain the purpose for  each of die changes being
proposed 'm the Terms and Conditions portion of the tariff

In the erst paragraph under Time of Payment, why is payment required 15 days
after the MXA is approved and not at the time of the payment for the MXA?

Why is the Company proposing that only Component A be eligible for offset?
Does this mean that the MeAs entered into by the Company will not require an
Applicant to provide any source of water, since an Applicant will already be
providing for its source of water under Component B (the portion paying for the
White Tanks Surface Water Treatment Facility)?

2 0

2 1

22

23

2 4

25

2 6

2 7

28

2 9

30

3 1

32

33

34

35

36

37

38

39

A.

4.

2.

3.

5.

6.

7.

1.

8.

9.

10.

off?

The proposed tariff states (section W.D.), "The Company and Applicant may
agree to construction of additional facilities, whether on-site or off-site of doe
Applicant 's development,  that are required to serve only the Applicant 's
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development, but which are not Distribution Mains under R14-2~401 and which
are not subject to refund under R14-2-406(D)." What type of facilities is the
Company referring to that would not be refundableunder Commission rules?

1

2

3

4

5

6

7

8

11. Under Large Subdivision Projects (section W.F.), the Company uses the word
"may" and "should" in several places. Why did the Company not use the word
"shall" instead?

9 Q- Will StM be able to make a recommendation to the Commission once the Company

10 answers the above questions?

11 Maybe. Staff reserves the right to ask further questions of the appropriate Company

12 witnesses during cross-examination if the responses provided by the Company to the above

.13 questions do not provide Staff with adequate information to make a recommendation or if the

14 Company's responses lead to further questions.

15

16 Q- Does this conclude your surrebuttal testimony?

17 Yes, it does.

wt

A.

A.

.I
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1 INTRODUCTION

2 Q-

3

4

Please state your name and business address.

My name is Dorothy Hairs. My business address is 1200 West Washington Street,

Phoenix, Arizona 85007.

5

Q- By whom and in what position are you employed?

7

8

I am employed by the Arizona Corporation Commission ("Commission" or "ACC") as a

Uti1itiesEn eer - Water/Wastewater in the Utilities Division.

9

10 Q~

11

How long have you been employed by the Commission?

Shave been employed by the Commission since January 1998.

12

13 Q-

14

15

16

17

18

19

What are your responsibilities as a Utilities Engineer - Water/Wastewater?

My main responsibilities are to inspect, investigate and evaluate water and wastewater

systems. This includes obtaining data, preparing reconstruction cost new and/or original

cost studies, cost of service studies and investigative reports, interpreting rules and

regulations, and to suggest corrective action and provide technical recommendations on

water and wastewater system deficiencies. l also provide written and oral testimony in

rate cases and other cases before the Commission.

20

21 Q-

22

23

How many companies have you analyzed for the Utilities Division?

I have analyzed more than 90 companies fulfilling these various responsibilities for

Utilities Division Staff ("Staff").

24

25 Q-

26

6

A.

A.

A.

A.

A.

A.

Have you previously testified before this Commission?

Yes, Shave testified on numerous occasions before this Commission.
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1 Q-

2

3

What is your educational background?

I graduated Hom the University of Alabama in Birmingham in 1987 with a Bachelor of

Science degree in Civil Engineering.

4

5 Q- Briefly describe your pertinent work experience.

6

7

8

9

Before my employment with the Commission, I was an Environmental Engineer for the

Arizona Department of Environmental Quality ("ADEQ") for ten years. Prior to that time,

I was an Engineering Technician with C. F. Hairs, Hydrology in Northport, Alabama for

approximately five years.

10

11 Q.

12 A.

13

14

Please state your professional membership, registrations, and licenses.

I have been a registered Civil Engineer in Arizona since 1990. I am a member of the

American Society of Civil Engineering ("ASCE"), American Water Works Association

("AWWA") and Arizona Water & Pollution Control Association ("AWPCA").

15

16 PURPOSE OF TESTIMONY

17 Q- What was your assignment in this rate proceeding?

18

19

20

21

22

23

My assignment was to provide Staff"s engineering evaluation of the subject Arizona-

American Water Company ("Company") rate proceeding. Seven of the Company's

districts are included: Agua Fria Water District ("Agua Fria"), Havasu Water District

("Havasu"), Mohave Water District ("Mohave Water"), Paradise Valley Water District

("Paradise Valley"), Sun City West Water District ("Sun City West"), Tubac Water

District ("Tubac") and Mohave Wastewater District ("Mohave Wastewater").

24

A.

A.

A.
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1 Q.

2

3

4

What is the purpose of your testimony in this proceeding?

To present the findings of Staffs engineering evaluation of operations in the Company's

Agua Fria, Havasu, Mohave Water, Paradise Valley, Sun City West, Tubac and Mohave

Wastewater DistriCts. The findings are contained in the Engineering Reports dirt I have

prepared for this proceeding. The reports are included as Exhibits DMH-1 through DMH-

7 in this pre-tiled testimony.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

ENGINEERING REPORTS

Q, Would you briefly describe what was involved in preparing your Engineering

Reports for this rate proceeding?

After reviewing the application for the Agua Fria, Havasu, Mohave Water, Paradise

Valley, Sun City West, Tubac and Mohave Wastewater Districts, I physically inspected

the systems to evaluate their operation and to determine if any plant items were not used

and useiiil. I contacted the Maricopa County Department of Environmental Services

("MCDES") and the Arizona Department of Environmental Quality ("ADEQ") to

determine if the water systems were in compliance with the Safe Drinking Water Act

water quality requirements. Further, I contacted ADEQ to determine if the wastewater

systems were in compliance with the ADEQ wastewater discharge permit requirements.

After I obtained information from the Company regarding plant improvements, chemical

testing expensewater usage data and wastewater flow data, I analyzed that information. I

also contacted the Arizona Department of Water Resources ("ADWR") to determine if the

water systems were in compliance with the ADWR's requirements governing water

providers. Based on all the above, prepared the attached Engineering Reports.23

24

A.

A.
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1 Q-

2

3

4

5

6

7

8

9

10

Please describe the information contained in your Engineering Reports.

The Reports are divided into three general sections: 1) Executive Summary, 2)

Engineering Report Discussion, and 3) Engineering Report Exhibits. The Discussions

section for Agua Fria, Havasu, Mohave Water, Paradise Valley, Sun City West and Tubac

can be further divided into ten subsections: A) Location of Company, B) Description of

the Water System; C) MCDES Compliance or ADEQ Compliance; D) ACC Compliance;

E) ADWR compliance, F) Water Testing Expenses, G) Water Usage, H) Growth, I)

Depreciation Rates, J) Other Issues. These subsections provide information about the

water systems serving the Agua Fria, Havasu, Mohave Water, Paradise Valley, Sun City

West and Tubac. The Discussions section for Mohave Wastewater is divided into eight

subsections: A) Location of Company, B) Description of the Wastewater System, C)

Wastewater Flow, D) Growth, E) ADEQ Compliance, F) ACC Compliance; G)

Depreciation Rates, H) Other Issues.

RECOMMENDATIONS AND CONCLUSIONS

Q. What are Staffs conclusions and recommendations regarding the Company's

operations?

Staffs conclusions and recommendations regarding the Company's operations are listed

below.

11

12

13

14

15

16

17

18

19

20

21

22

Agua Fria

23

24

25

A.

A.

Recommendations:

I . Staff recommends the depreciation rates for Agua Fria presented in Figure 6 by

National Association of Regulatory Commissioners' ("NARUC") account.
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1

2

3

4

IH.

Iv.5

6

7

8

9

10

v.

Staff recommends the adoption of the Company and Staff recommended service

line and meter installation charges and total charges .

Staff recommends that $143,485 of Arsenic Treatment Plant installation be

removed from plant.

Staff recommends that the well, tanks, and booster pumps in the Coolwell System

be removed Hom plant. The cost of interconnection was $85,845, because the

interconnection project only involved mains and one hydrant, Staff recommends

$85,845 be listed in NARUC Account No. 331.

Staff recommends that tanks and booster pumps in Plant No. 6 of the Agua Fria

System be removed from plant.

Staff considers the reported water testing expenses and the estimated water testing

costs of $25,089 for die Agua Fria reasonable.

Conclusions:

I . MCESD has determined that Agua Fria is currently delivering water that meets the

water quality standards required by Arizona Administrative Code, Title 18,

11

12

13

14

15

16

17

18

19

20

21

22

23

24

11.

iv.

v.

25

26 VI.

III.

VI.

II.

Chapter 4.

Agua Fria is within the Phoenix Active Management Area and is in compliance

with ADWR monitoring and reporting rules.

Agua Fria System, North East Agua Fria ("NEAF") System and Coolwell System

have 4.33, 8.81 and 7.17 percent lost water respectively, which is within

acceptable limits.

Agua Fria has an approved cross connection tariff

Systems in Agua Fria have adequate production and storage capacity to serve

existing customers.

Agua Fria has an approved curtailment tariff
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1 VH.

2

3

The post test year plant, 2.2 MG Sierra Montana storage tank, was not in service

during Staff's inspection.

VIII. The White Tanks Regional Treatment Plant snot used and useful.

IX. A check with the Udlitries Division Compliance Section showed Agua Fria has no

outstanding compliance issues.

Havasu

4

5

6

7

8

9

10

Recommendations :

11

12 H.

13

14

15

16

17

18

19

20

21

22

23

24

111.

25

26

I . Staff recommends the depreciation rates for Havasu presented in Figure 6 by

NARUC account;

Staff recommends approval of separate meter and service line installation charges

as shown under the Staff Recommended columns in Table 4.

Lost water for Havasu was calculated to be 13.34 percent which exceeds

acceptable limits., Staff recommends that the Company reduce its water loss to

below 10 percent in Havasu by December 31, 2009, or before it files its next rate

increase application and/or CC&N application and/or financing application,

whichever comes inst. Staff further recommends that the Company begin water

loss monitoring and take action to ensure water loss remains less than 10 percent

immediately. If the water loss for the twelve month period ending December 31,

2009, is greater Dian 10 percent, the Company must come up with a plan to reduce

water loss to less Dian 10 percent, or prepare a report containing a detailed analysis

and explanation demonstrating why water loss reduction to 10 percent or less is not

feasible or cost effective. Such a report shall be docketed in Ms case.

Staff recommends dirt $143,485 of Arsenic Treatment Plant installation be

removed from plant.

IV.

I
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1

2

Staff considers the reported water testing expenses and the estimated water testing

costs of $5,295 for the Havasu reasonable.

3

Conclusions :

111.

Iv .

I . ADEQ has determined that the Havasu system is currently delivering water that

meets the water quality standards required by Arizona Administrative Code, Title

18, Chapter 4.

ADWR has determined that Havasu is not within any ADWR Active Management

Area and is in compliance with the ADWR requirements governing water

providers. .

Havasu has an approved cross connection tariff

Havasu has adequate storage and well production to serve its existing customers

and prob ected growth for a five-year planning horizon.

Havasu has an approved curtailment tariff

A check with the Utilities Division Compliance Section showed Havasu has no

outstanding compliance issues.

Mohave Water

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Recommendations :

23

24

25

26

v.

11.

I . Staff recommends the depreciation rates for Mohave Water presented in Figure 6

by NARUC account.

Staff recommends the adoption of the Company and Staff recommended service

line and meter installation charges and total charges.

Bullhead City System has 14.39 percent lost water, which exceeds acceptable

limits. Staff recommends that the Company reduce its water loss to 10 percent or

111.

H.
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1

2

3

4

5

6

7

8

9

10

11

Iv.

12

less in the Bullhead City System by December 31, 2010, or before it tiles its next

rate increase application, and/or CC&N application, and/or financing application,

whichever comes first. Staff further recommends that the Company begin water

loss monitoring and take action to ensure water loss is reduced to 10 percent or less

immediately. If the water loss for a twelve month period prior to December 31,

2010 is greater than 10 percent, the Company must come up with a plan to reduce

water loss to 10 percent or less, or prepare a report containing a detailed analysis

and explanation demonstrating why a water loss reduction to 10 percent or less is

not feasible or cost effective. Such a report shall be docketed in this case.

Staff recommends that the Company tile by August 31, 2009, as a compliance item

in this same docket, a copy of the Approval of Construction, issued by ADEQ or

its authorized agency, indicating that the new well with a minimum production of

190 GPM interconnected to Desert Foothills is complete and in service.

Staff considers the reported water testing expenses and the estimated water testing

costs of $17,107 for the Mohave Water reasonable.

Conclusions :

13

14

15

16

17

18

19

20

21

22

H.

23

24

25

26

IH.

Iv.

v.

I. ADEQ stated that it has determined that the Mohave Water systems and the

Bermuda Water system are currently delivering water that meet water quality

standards required by Arizona Administrative Code, Title 18, Chapter 4.

Mohave Water is not within any Active Management Area. ADWR stated that all

water systems in the Mohave Water are in compliance with its requirements

governing water providers. ,

Mohave Water has an approved cross connection tariff

All systems except Desert Foothills System in Mohave Water have adequate

production and storage capacity to serve existing customers.
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1

2

3

4 VH.

Mohave Water has an approved curtailment tariff

The post test year plant, 0.25 MG Big Bend Acres storage tank, was not in service

during Staffs inspection.

A check with the Utilities Division Compliance Section showed Mohave Water

has no outstanding compliance issues.5

6

7

8

9

10

Paradise Valley

11

12 H.

13

14

15

16

17

18

19

20

21

22

Recommendations:

I . Staff recommends the depreciation rates for Paradise Valley presented in Figure 6

by NARUC account.

Staff recommends approval of separate meter and service line installation charges

as shown under the Staff Recommended columns in Table 4.

Staff recommends annual water testing expense for Paradise Valley be adjusted to

the annual expense amount of $2,033.

Paradise Valley has 9.59 percent lost water which is within acceptable limits. Staff

recommends that the Company monitor the water system closely and take action to

ensure that lost water remains less than 10 percent in the future. If the water loss

at any time before the next rate case is greater than 10 percent, the Company shall

come up with a plan to reduce loss water to less than 10 percent, or prepare a

report containing a detailed analysis and explanation demonstrating why a water

loss reduction to 10 percent or less is not feasible or cost effective. Such a report

shall be docketed in this case.

Iv.

23

24

III.
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1

2

3

4

5

6

7

8

9

10

11

Iv.

v.

1 2 VI.

13

VH.

Conclusions:

I. MCESD has determined that Paradise Valley is currently in compliance with its

requirements and is currently delivering water that meets water quality standards

required by Arizona Administrative Code, Title 18, Chapter 4.

Paradise Valley is within the Phoenix Active Management Area and is in

compliance with ADWR monitoring and reporting rules.

Paradise Valley has an approved cross connection tariff and an approved

curtailment tariff

Paradise Valley has adequate well production and storage capacity.

The Trichloroethylene ("TCE") contaminated well, PCX-l well has been

disconnected from Miller Road TCE treatment plant since May 2008.

Staff concludes that the Well No. 12 project is not used and useful plant for

purposes of this case.

A check with the Utilities Division Compliance Section showed Paradise Valley

has no outstanding compliance issues.

14

15

1 6

1 7

18

1 9

2 0

21

Sun City West

22 11.

23

24

25

Recommendations:

I . Staff recommends the depreciation rates for Sun City West presented in Figure 6

by NARUC account.

Staff recommends the adoption of die Company and Staff recommended service

. line and meter installation charges and total charges.

IH. Staff recommends that $143,485 of Arsenic Treatment Plant installation should be

removed from this rate base.

III.

11.
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1

2

Staff considers the reported water testing expenses and the estimated water testing

costs of $5,618 for the Sun City West District reasonable.

3

4 Conclusions :

5

6

MCESD has determined that Sun City West is currently delivering water that

meets the water quality standards required by Arizona Administrative Code, Title

7

8

9

10 HI.

11

12 v .

18, Chapter 4.

Sun City West is within the Phoenix Active Management Area and is in

compliance with ADWR monitoring and reporting rules.

Sun City West has.6.3 percent lost water which is within acceptable limits.

Sun City West has an approved cross connection tariff

Sun City West has adequate production and storage capacity to serve its existing

13 customers I

14 VI.

15 Vu.

Sun City West has in approved curtailment tariff

A check with the Utilities Division Compliance Section showed Sun City West has

16 no outstanding compliance issues.

17

18 Tubae

19

20 Recommendations :

21

22

Staff recommends the depreciation rates for Tubac presented in Figure 6 by

NARUC account.

23

24

25

26

Iv.

Iv.

H.

1.

1.

11.

III.

Staff recommends approval of the meter and service line installation charges listed

in the right-hand columns of Table 4.

All production wells in Tubac contain arsenic levels exceeding the arsenic MCL.

Tubac proposes to install a granular iron media filter arsenic removal treatment
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1

2

3

4

plant ("ARTP") and seek ACRM approval firm the Commission. Staff believes

duet ARTP installation is necessary.

Water testing expenses are based upon participation in ADEQ Monitoring

Assistance Program. Annual testing expenses should be adjusted to $2,360.

5

6 Conclusions:

7

8

9

10

11 11.

12

13

ADEQ has determined that Tubac is currently delivering water that meets the

water quality standards required by Arizona Administrative Code, Title 18,

Chapter 4. The ADEQ has granted Tubae a waiver of the MCL violation while it

works to address the problem.

TubaC is within the Santa Cruz Active Management Area and is in compliance

with ADWR requirements governing water providers .

Tubae has 8.02 percent lost water which is within acceptable limits.

14

15

Tubac has an approved cross connection tariff.

Tubac has adequate product ion and storage capaci ty  to serv e i ts ex ist ing

16

17 VI.

18 VH.

19

customers.

Tubae has an approved curtailment tariff.

A Check with the Utilities Division Compliance Section showed Tubac has no

outstanding compliance issues.

20

21 Mohave Wastewater

22

23 Recommendations :

24

25

10.

Iv.

1.

n .

v.

1. Staff recommends the depreciation rates for Mohave Wastewater presented in

Figure 6 by NARUC account.
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1

2

3

4

5

6

7

8

9

10

11

Staff recommends approval of the Off-site Facilities Hook-up Fee ("OF HF") fees

and reporting requirement contained in Figure 7.

Staff accepts the Company reported amount of $11,403 annual chemical testing

costs for this proceeding.

Staff recommends approval of the Off-site Facilities Hook-up Fee ("OF HF") fees

and reporting requirement contained in Figure 7. The Company shall submit a

calendar year Off-Site Facilities Hook-Up Fee status report each January 31" to

Docket Control for the prior twelve (12) month period, beginning January 31,

2010, until the hook-up fee tariff is no longer in effect. This status report shall

contain a list of all customers that have paid the hook-up fee tariff, the amount

each has paid, the amount of money spent from the account, the amount of interest

12 earned on the tariff account, and a list of all facilities that have been installed with

the tariff funds during the 12 month period. The first report shall cover the time

frame from inception of this tariff through December 31, 2009.

13

14

15

16

17

18

19

20

21

22

Conclusions :

23

24

25

26

II.

W.

IH.

I. The Mohave Wastewater is in full compliance with ADEQ for operation and

maintenance, operator certification and discharge permit limit.

Staff concludes that the Mohave Wastewater treatment plants have adequate

capacity to treat its customers.

The Company currently is not in compliance with the reporting requirements of its

OF HF Tariff .

A check with the Utilities Division Compliance Section showed no delinquent

compliance items.

The Wishing Well Wastewater Treatment Plant expansion project was completed

and in service in summer 2008. The total cost of this project was $4,276,039

II.

IH.

Iv.

v.
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1 Q~ Does this conclude your Direct Testimony?

2 A. Yes, it does.
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\_ Engineering Report
For Arizona-AmericanWater
Company's Agua Fria Water District
DocketNo. W-01303A-08-0227
(Rate Increase Application)

By DorothyHairs

January 9, 2009

EXECUTIVE SUMMARY

RecomMendations:

Staff recommends the depreciation rates for Arizona American Company's Agua Fria
District ("Agua Fria District") presented in Figure 6 by the National Association of
Regulatory Commissioners' ("NARUC") account. (See iI of report for discussion and
details.)

11. Staff recommends the adoption of the Company and Staff recommended service line,
meter installation charges and total charges. (See kJ of report for discussion and details.)

IH. Staff recommends that $143,485 of Arsenic Treatment Plant installation be removed Eom
plant. (See kJ of report for discussion and details.)

Staff recommends that well, tanks, and booster pumps in the Coolwell System be
removed ham plant. The cost of interconnection was $85,845, because the
interconnection project only involved mains and one hydrant. Therefore, Staff
recommends $85,845 be listed in NARUC account #33l. (See kJ of report for discussion
and details.)

Staff recommends that the tanks, and booster pumps in Plant #6 of the Agua Fria System
be removed Hom plant. (See kJ of report for discussion and details.)

Staff considers the reported water testing expenses and the estimated water testing costs
of $25,089 for the Agua Fria District reasonable. (See oF of report for discussion and
details.)

Conclusions:

1.

1.

v.

VI.

Iv.

Maricopa County Environmental Services Department ("MCESD") has determined that
Agua Fria District is currently delivering water that meets the water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4. (See aC for a discussion and
details.)



The Agua Fria District is within the Phoenix Active Management Area and is in compliance
with the Arizona Department of Water Resource ("ADWR") monitoring and reporting mies.
(See bE of report for discussion and details.)

The Agua Fria System, North East Agua Fria ("NEAF") System and Coclwell System have
4.33, 8.81 and 7.17 percent lost water respectively, which is within acceptable limits. (See
kG of report for discussion and details.)

The Agua Fria District
discussion and details.)

has an approved cross connection tariff (See kJ of report for

The Agua Fria District Systems have adequate production and storage capacity to
existing customers. (See CB of report for discussion and details.)

serve

The Agua Fria District has an approved curtailment tariff. (See pK of report for discussion
and details.)

VII. The post test year plant, 2.2 MG Siena Montana storage tank, was not in service during
Staff" s inspection. (See kJ of report for discussion and details.)

VIII. The White Tanks Regional Treatment Plant is not used and useful. (See kJ of report for
discussion and details.)

VI.

v.

Iv.

111.

II.

IX. A check with the Utilit ies  Division Compliance Sect ion showed Agua Fr ia  has no
outstanding compliance issues. (See aD of report for discussion and details.)



TABLE OF CONTENTS

PAGE

A. LOCATION OF COMPANY ll 1

B. DESCRIPTION OF THE WATER SYSTEM..

System Analysis..

c. MARICOPA COUNTY ENVIRONMENTAL SERVICES DEPARTMENT ("MCESD")
COMPLIANCE.. L 8

D. ARIZONA CORPORATION COMMISSION ("ACC") COMPLIANCE 1. 8

E. ARIZONA DEPARTMENT OF WATER RESOURCES ("ADWR") COMPLIANCE

F. WATER TESTINGEXPENSES.. :anti

G. WATER USAGE.. 10

1. Water Sold..
2. Lost Water..

10

10

H. GROWTH.. 11

1. DEPRECIATION RATES . 0011091110

J. OTHER ISSUES 1 12

1. Service Line and Meter Installation Charges ..
2. Curtailment Tan...
3. Cross Connection & Baclgflow Tars..
4. Arsenic Treatment Plant ("ATP") Capacity...
5. Post Test Year PIant...
6. Not Used and Us4i4l Plant Items.

12

12

13
ml13

13
14

FIGURES

16

17

18

19
.20

.21

.22

.23

FIGURE 1. LOCATION OF AGUA PRJA WATER DISTRICT
FIGURE 2. AGUA FRIA WATER DISTRICT CERTIFIED AREA
FIGURE PA. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM) in
FIGURE CB. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM) .»
FIGURE AC. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM) ..
FIGURE 3D. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM) ,,
FIGURE BE. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGR.AM (AGRA FRIA SYSTEM) as
FIGURE OF. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)...
FIGURE KG. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)
FIGURE OH. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)
FIGURE 31. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)...
FIGURE 31_ AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)
FIGURE 3K. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGR.A FRIA SYSTEM)
FIGURE AL. AGUA FR.IA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM)
FIGURE AM. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (AGRA FRIA SYSTEM) ..

i i salons

24
25
26
27
28
29
30



FIGURE SN. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (NEAF SYSTEM) ms
FIGURE 30. AGUA FRIA WATER DISTRICT SCHEMATIC DIAGRAM (COOLWELL SYSTEM)...
FIGURE 4A. AGUA FRIA WATER DISTRICT WATER USAGE (AGUA FRIA SYSTEM) ..
FIGURE 4B. AGUA FRIA WATER DISTRICT WATER USAGE (NEAF SYSTEM)..
FIGURE 4C. AGUA FRIA WATER DISTRICT WATER USAGE (NEAF IRRIGATION SYSTEM)...
FIGURE AD. AGUA FRIA WATER DISTRICT WATER USAGE (COOLWELL FRIA SYSTEM) ..
FIGURE 5. GROWTH IN AGUA FRIA WATER DISTRICT ..
FIGURE 6. DEPRECIATIQN RATES FOR AGUA FRIA WATER DISTRICT ..

31
32

.3 3

. 3 4
l 35
36
37
38



Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft>

Well
Meter
Size

(inches)

Pump
<Hp)

Pump
Yield

(GPM)

Location

1.1 55-623682 1956 20 1,000 12 250 1,200 17823 N White
Feather Path

1.2 55-575445 2000 18 1,200 10 250 1,200 14362 w Carlin Dr

1.4 55-605761 1946 18 1,z00 10 200 1,000 13843 W Bell Rd

1.5 55-587293 2001 18 950 10 250 1,200 14270 W MM View
Blvd

2.1 55 -553671 1996 16 1,060 10 2 5 0 1, 200 14837 W Yorkshire

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
Page 1

A. LOCATION OF COMPANY

Arizona American - Agua Fria Water District ("Agua Fria" or "Company") serves over 33,000
customers in the unincorporated Agua Fria area which is located southwest of the City of
Phoenix in Maricopa County. Figure 1 describes the location of the Company within Maricopa
County, and Figure 2 describes the CC&N area of Agua Fria. `

B. DESCRIPTION OF THE WATER SYSTEM

The plant facilities were visited on September 10 and 11, 2008, by Dorothy Hairs, Utilities
Engineer, accompanied by the Company's representatives, Jeremiah Mecham (Company's
Operation Supervisor) .

System Analysis

During the test year, Agua Fria operated three separate systems. The detail discussions are
below:

(1) Aqua Fria Svstem (PWS #07-695»

total flow of 24,805 gallons per minute ("GPM"), Eve arsenic treatment plants ("ATP") and a
total of 16.7 million gallons ("MG") of storage capacity. The water system has adequate storage
and well production to serve its existing customers and prob ected growth for a Ive-year planning
horizon. Figures PA through AM provide a process schematic showing both the active and
inactive components of the water system.

Agua Fria System consists of thi1ty-one drinking water wells that are capable of producing a
1

Well Data

Active Drinking Water Wells (Agua Fria System)

1 ATP #1 has 6.9 million gallons per day ("MGD") treatment capacity, ATP #2 has3.5 MGD treatment capacity,
ATP #5 has 2 MGD treatment capacity; ATP #9 has 2.8 MGD treatment capacity and AFTL ATP has 1.47 MGD
treatment capacity..



Dr.

2.3 55-573654 1982 20 852 10 200 1,100 15341 w MM View
Blvd

2.4 55-520840 1988 16 1,060 8 2 5 0 1,200 18510 NReams Rd

3.1 55-565447 1999 18 1,100 10 2 5 0 1,200 17961 Goldwater
Canyon Dr.

3. 2 55-565446 2 0 0 2 18 1,200 10 2 0 0 1,000 17760 Estrella Vista
Dr.

3.3 55-591439 2002 19 1,080 10 2 6 0 1,133 16734 W Stevenage
St.

3.4 55-203096 2004 19 1,150 10 2 5 0 1,200 16664 W Cabrera
Court

4.1 55-604498 1948 2 0 1,200 8 2 5 0 1,200 17800 N Citrus Rd

4.2 55-555779 1996 16 1,150 6 2 0 0 8 0 0 17811 N Thomberry
Dr.

4.3 55-590166 2 0 0 2 18 1,050 10 2 5 0 888 17626 w Sabrina Dr.

4.4 55-576971 2 0 0 0 16 1,575 10 2 0 0 1,000 17116 WPa1adise Lm

4.5 55-593407 2003 19 1,205 10 2 0 0 9 9 0 16797 W Statler St.

4.6 55-202092 2004 19 1,055 8 125 514 545 W Surprise
Farms Loop Dr

4.7 55-204414 2005 19 1,480 8 2 5 0 9 5 0 352 N NW Ranch
Park

5.1 55-514145 1986 16 1,000 8 150 8 0 0 7502 N Cotton Lm

5.2 55-624692 1954 18 888 4 125 6 0 0 17540 W Olive Ave

5.3 55-604500 1954 2 0 1,000 8 2 0 0 8 0 0 16095 N Cotton Lm

8.1 55-592749 2003 18 9 8 0 4 100 4 0 0 WP #8 site

8.2 55-595241 2004 18 1,103 8 125 5 4 0 1721 I W Greenway
Rd

8.3 55-598979 2003 15 841 6 75 2 4 0 15024N 18l "Ave

9.1 55-585407 2001 12 9 0 0 6 100 3 2 0 19784 w Indian
School Rd

9.2 55~595267 2003 16 6 6 0 8 125 5 0 0 3860 N Citrus Lm

9.3 55-592226 2 0 0 2 12 1,520 8 125 5 3 0 17257 w Indian
School Dr.

9.4 55-591437 2 0 0 2 16 6 1 0 6 100 5 0 0 4350 N Cotton Lm

AFTL1 55~205432 2005 18 1,606 8 2 0 0 5 0 0 9050 N Cortessa
P K W

AFTL4 55-212434 2 0 0 6 18 7 2 0 6 150 6 0 0 8850 N 183'" Ave

11.2 55-215470 2 0 0 7 18 1,058 10 2 5 0 8 0 0 11695 N Sadval Ave

Well # ADWR No. Year
Drilled
(19xx)

Cas ing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump
(HP)

Pump
Yield

(GPM)

Loc a t i on

2.2 55-554002 1997 18 1, 170 8 2 5 0 1,200 18031 N Reems
Rd

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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In active Well

\



Location sTreatmenT e Treatment Capaci
Plant #1 17823 N White Feather

Path
Granular Ferric Media filtration 5.5 - 6.9 million gallons per day

("MGD")

Plant #2 14837 W Yorkshire Dr Granular Ferris: Media filtration 3.5 -4.3 MGD
Plant #5 7502 N Cotton Lm Granular Ferric Media filtration 2 - 3 . 2 MGD
AFTL Plant 9050 N Cortessa PKW Granular Ferric Media filtration 1.47 MGD
Plant #9 19784 W Indian School Rd Ion Exchange 2.8 MGD

Location Structure or equipment Capacity
WP #1 17823 N White Feather Path) l  i iSBooster P fOUl 150-Hp

Storage Tank s Two 1,325,000 gal (underground,
concrete)

Pressure Tanks one 10,000 gal
WP #2 (14837 W Yorkshire Dr) Booster Punnqas Three 60-HP

Three 200-HP
One 100-HP
0118 75-HP

Storage Tanks Two 1,000,000 gal

Pressure Tanks Two 10,000 gal

WP #3 (19508 N Papago Dr.) Booster Pumps One 150-HP
Three 100-I-IP

Four 75-HP
Storage Tanks Two 1,000,000 gal

Pressure Tanks Two 13,000 gal

WP #4 (17630 W Bell Rd) Booster Pumps Five 125-HP
Two 60-HP

Storage Tanks One 2,000,000 gal
One 1,500,000 gal

Pressure Tad<s One 10,000 gal

WP #5 (7502 N Cotton Lm) Booster Pumps Two 150~I-IP
Two 125-Hp
Two 50-HP

Storage Tanks One 1,500,000 gal (underground)

Pressure TaM<s Two 10,000 gal

WP #8 (Citrus Rd, south of Greenway) Booster Pumps Four 125-HP
Two 40-HP

Storage Tanks One 1,500,000 gal

Pressure Tanks Two 13,000 gal

WP #9 (19784 W Indian School Rd) Booster Pumps Four 50-HP

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A_08-0227
Page 3

Ar s e n i c  T r e a t m e n t  P l a n t

Active Storage, Pumping



Storage Tanks One 100,000 gal

Pressure Tanks One 10,000 gal

WP #10 (21513 W Sunrise Lane) Booster Pumps Five 50-HP

Storage Tanks Two 1,735,000 gal (underground,
concrete)

Pressure Tanks One 10,000 gal

Diameter inches Material Length feet
4 Various 65,669
6 Various 666,345
8 Various 1,432,980
10 VMous 137,014
12 Various 885,609
14 Various 4,976
16 Various 175,619
18 Various 6,711
20 Various 46,619
24 Various 15,458
30 Various 36,966
36 Various 15
48 Various 29

undetermined Various 60,737

Size (inches) Quantity

%x% 19,220
M 7,771
1 4,383

1% 373
2 493
3 74
4 2
6 5
8 2

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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Distribution Mains

Meters



Well # ADWR No . Year
Drilled

Casing
Size

(inches)

Well
Depth
(ft

Well
Meter
Size

(inches)

Pump
(I~11>)

Pump
Yield

(GPM)

Location

Irrigation
well #2

55-611448 1982 20 1,066 12 400 1,450 13100 W Junipers Dr

I r r i ga t i on
wel l  # 1

55-611447 1982 2 0 1,075 12 4 0 0 1,950 13480 W Junipero Dr

Well # A D W R  N o . Year
Drilled

Cas ing
Size

( inches)

Well
Depth

(fl)

W e l l
M e t e r
S ize

( inches)

Pump

(HP)

Pump
Yield

(GPM)

Loc a t i on

100.1 55-595221 2003 18 1,100 10 2 0 0 1,000

100.2 55-595224 2004 18 1,208 12 3 0 0 1,600

Loc a t i on St ruc ture or equipment Capac i t y

WP # 1 (13040 W Junipero Dr. ) Boos ter  Pumps Two 125-HP
One 60-HP

Storage Tank s One 1,250,000 gal
Pressure Tanks One 20,000 gal

Diameter  inches Material I feetLenI

4 Various N/A
6 V ar i ous N/A
8 Var ious N/A
10 V ar i ous N/A
12 Various N/A

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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Irrigation Well

(2) North East Agua Fria Svstem (PWS #()7-531)

North East Agua Fria ("NEAF") System_consists of two drinking water wells that are capable of
producing a total flow of 2,600 GPM, an on-site hypochlorite generating plant and a total of 1.25
MG of storage capacity. NEAF System also operates two irrigation wells that produce 3,400
GPM water. The water system has adequate storage and well production to serve its existing
customers and projected growth for a five-year planning horizon. Figure IN provides a process
schematic showing both the active and inactive components of the water system.

Well Data

Active Drinldng Water Wells (NEAF System)

Active Storage, Pumping

Distribution Mains



14 Various N/A
16 Various N/A.
18 Various N/A
20 Vacuous N/A
24 Various N/A
30 Various N/A
36 Various N/A
48 Various N/A

undetermined Various N/A

Size (inches) Quantity (NEAF) Quantity
(Coolwell)

Quantity lT0ta1)

%x% 123 19 123
M 1,558 4 1,558
1 1,060 3 1,060

1% 11 1 11

2 44 1 44

6 1 0 1

Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft>

Well
Meter
Size

(inches)

PHIHP
(HP)

Pump
Yield

(GPM)

Location

Coolwell
well

55-803469 1972 16 850 4 50 300 In Agua Fria
River

floodplain

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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Meters

(3) Coolwell System (PWS #07-080)

Coolwell System ("Coolwell") consists of one drinldng water well that is capable of producing a
total flow of 300 GPM, and a total of 10,000 gallons storage capacity. The water system alone
does not have adequate storage and well production to serve its existing customers. However,
Coolwell was recently (August, 2008) interconnected with the NEAF system. The Company
decided to disconnect production and storage plants in Coolwell system to serve its customers.
A detailed discussion of this issue follows in Section J. Figure 30 provides a process schematic
showing both the active and inactive components of the water system.

Coolwell Well System (inactive)



Location Structure or equipment Capaci
Coolwell well site Booster Pumps One 1%-HP

0118 3-HP
One 5-HP

Storage Tank s One 10,000 gal
Pressure Talnks One 2,000 gal

Diameter (inches Material Length (feet)
4 Various N/A
6 Various N/A
8 Various N/A
10 Various N/A
12 Various N/A
14 Various N/A
16 Various N/A
18 Various N/A
20 Various N/A
24 Various N/A
30 Various N/A
36 Various N/A
48 Various N/A

undetermined Various N/A

Size (inches) Quantity (NEAF) Quantity
(Coolwell)

Quantity (Total)

%x% 123 19 19
M 1,558 4 4
1 1,060 3 3

1% 11 1 1

2 44 1 1

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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Coolwell Storage, Pumping (inactive)

Coolwell Distribution Mains

Coolwell Meters

Stdf concludes that die NEAF does have adequate storage and well production to serve both
NEAF and Coolwell customers.
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c. MARICOPA COUNTY
("MCESD") COMPLIANCE

ENVIRONMENTAL SERVICES DEPARTMENT

Based on memorandums dated April 9 and May 21, 20082, MCESD has determined that all
water systems in Agua Fria District are currently in compliance with its requirements. MCESD
also stated that it has determined that the system is currently delivering water that meets water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

D. ARIZONA CORPORATION COMMISSION (¢¢ACC9s) COMPLIANCE

A check with the Utilities Division Compliance Section showed no delinquent compliance items.

E. ARIZONA DEPARTMENT OF WATER RESOURCES (¢¢ADWR11) COMPLIANCE

Agua Fria is in ADWR's Phoenix Active Management Area ("AMA"). Staff received a
Compliance Status Report Hom ADWR for Agua Fria on August 13, 2008 and on October 20,
2008. In its reports ADWR stated that all water systems in the Agua Fria District are in
compliance with its requirements governing water providers.

F. WATER TESTING EXPENSES

(1) Agua Fria System

The Company's estimated annual water testing expense for Agua Fria System (07-695) is
$17,372. Staff concludes that this estimate is reasonable. Therefore, for purposes of this rate
case, Staff recommends water testing expenses be adjusted to the Company's estimated annual
expense amount of $17,372. (See Table 1)

(2) NEAF and Coolwell Systems

Both NEAF System and Coolwell System are subject to mandatory participation in the ADEQ
Monitoring Assistance Program ("MAP"), the estimated annual test costs were based on
combined systems. Staff calculated the testing costs based on the following assumptions:

MAP will do baseline testing on everything except copper, lead, bacteria and
disinfection by-products.

2. ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring
costs are estimated for a 3-year compliance period and then presented as a pro
forma expense on an annualized basis.

2 The Agua Fria System report was received on May 14, 2008, reports for NEAF System and Coolwell System were
received on May21, 2008.

1.



Monitoring Cost per test
No. of tests per
three year period

Total cost per three
year period

Annual Cost

Aqua
Fria

NEAF
/Coolwell

Aqua
Fria

NEAF/
Coolwell

Aqua
Fria

NEAF/
Coolwell

Aqua
Fria

NEAF/
Coolwell

Agua Foam
Water
Distn°ct

Bacteriological - monthly $11 $11 2880 324 $31,680 $3,564 $10,560 $1,188 $11,748

Customer requestedback $11 36 $396 $132 $132

Customer requested HPC $35 0 0 0

Inorganics - Priority
Pollutants

MAP
l
I

Radiochemical - (1/3 yr)
Gross Alpha
Uranium
Radium 228
Radium 226

$60
$140
$\30
$100

MAP

28
28
28
28

$1,680
$3,920
s3,640
$2,800

MAP

$560
$1307
$1213
$933

MAP $4,013

Phase II and V:

IOC's* MAP 7 MAP MAP

SOC's* MAP
18

MAP MAP

VOC's* MAP 15
MAP MAP

Dioxin $500
\

16 $8,000 $2,667
»

$2,667

Nitrites* per 9 yrs MAP 7
MAP MAP

Nitrates - annual *I|
MAP 57 6

MAP MAP |

Asbestos - per 9 years * M1498 5 5 MAP MAP I

Lead & Copper -
Triennial *

90 120
I
i

I
TTHM/HHAs -
annual*&**

96 3
I

Maximum chlorine
*

residual levels
36 i

MAP fees (annual) $6,528.51 x $6,5z8.5' I$66528.51

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08=0227
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3. A11 monitoring expenses are based on StafFs best knowledge of lab costs and
methodology and one point of entry.

The estimated water testing expenses represent a minimum cost based on no
"hits" other than lead and copper, and assume compositing of well samples. If
any constituents were found, then the testing costs would dramatically increase.

Table 1 shows the estimated annual monitoring expense, assuming participation in the MAP
program. Water testing expenses should be adjusted to the arial expense amount of $7,717
shown in Table 1.

4.

Table 1 Water Testing Cost (Agua Fria Water District)



Arsenic*"'** 12

Total $17,372 $7,71651 $25,089

Agua Fria System NEAF System Coolwell System
High usage month September, 2007 July 2007 July 2007
Average daily flow in high usage
month (in gallons per day)

792 846 849

Low usage month 2007Febm December 2007 March 2007
Average daily flow 'm low usage
month (i11 gallons per day)

298 439 311

Annual average daily flow (in
gallons per day)

460 602 596

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
Page 10

. J

Notes :
1. Coolwell (PWS #07-080) is interconnected with NEAF (PWS #07-531). Coolwell is no

longer in service, its customers are served by NEAF.
Summary of $250 (all MAP system base fee), $6278.51 (total of 2,443 customers
modified by $2.57) are $6,528.51 .

* The test will be done in the Company's Lab in Belleville.
** To comply with ADEQ requirement, the Company has to conduct quarterly arsenic testing at

each well site and ADEQ designed sampling points aka Points Of Entry.

The total estimated annual water quality testing costs for Agua Fria District are $25,089.

G. WATER USAGE

Figures 4A through 4D are graphs that show water consumption data in gallons per day ("GPD")
per customer for the Agua Fria System, the NEAF System and the Coolwell System for the test
year period of January 2007 through December 2007.

1. Water Sold

Based on information provided by the Agua Fria District, water use for the test year is presented
in the Table below and in Figure 4.

2. Lost Water

Lost water should be 10 percent or less and never more than 15 percent. It is important to be
able to reconcile the difference between water sold and the water produced by the source. A
water balance will allow a water company to identify water and revenue losses due to leakage,
fire fighting, and flushing. Lost water for systems in Agua Fria Water District is listed in the
Table below:

2.



Agua Fria System NEAF System Coolwell System
Water Loss % 4.33 8.81 7.17

Year Nos. of Customers
2002 13,764 Reported
2003 15,214 Reported
2004 21,375 Reported
2005 26,514 IR outed
2006 30,741 Reported
2007 33,021 IR oped
2008 35,301 Estimated
2009 37,581 Estimated
2010 39,861 Estimated
2011 42,141 Estimated
2012 44,421. Estimated

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
Page 11

Lost water for all systems in the Agua Fria Water District were within acceptable limits during
the test year.

H. GROWTH

Figure 5 shows customer growth based on the serv ice connect ion data contained in the
Company's arial reports, the number of customers increased from 13,764 at the end of 2002 to
33,021 by the end of 2007, with an average growth rate of 2,280 customers per year from 2002
to 2007. Based on the linear regression analysis, Staff estimates that die Company could have
over 44,000 customers by the end of  2012. The fol lowing table summarizes Staf fs projected
growth

Table 2 Actual and Prob acted Growth

1 .  DE PRE CIAT IO N RAT E S

Decision No. 67093 (dated June 30, 2004) approved the depreciation rates used by Agua Fria in
this rate proceeding except that the Company reorganized the authorized rates utilizing the
National Association of Regulatory Commissioners' ("NARUC") latest plant account matrix as
presented in Figure 6.

The Company proposed a 25 percent depreciation rate for its heavy duty trucks but provided no
specif ic justif ication for this accelerated depreciation rate. Staf f  believes that a 15 percent
depreciation rate is more appropriate since heavy duty trucks usually have a useful life of at least
6 to 7 years.

Staff recommends that the depreciation rates presented in Figure 6 by the NARUC account.



Meter Size Current
Charges(service

line)

Current Charge
(meter installation)

Proposed Charges
(service line)

Proposed Charge
(meter installation)

Staff
Recommendation
Charge (Service

Linet

Staff
Recommendation

charge (meter
installation)

stiff
Recommendation

total charges .

5/8 x 3/4-inch $370 $130 Actual Cost Actual Cost $445 $155 $600

3/4-inch $370 $205 Actual Cost Actual Cost $445 $255 $700

1 -inch $420 $240 Actual Cost Actual Cost $495 $315 $810

1 %-inch $450 $450 Actual Cost Actual Cost $550 $525 $1,075

2-inch
(Turbine)

$580 $945 Actual Cost Actual Cost $830 $1,045 $1,875

2-inch
(Compound)

$580 $1,640 Actual Cost Actual Cost $830 $1,890 $2,720

3-inch
(Turbine)

$745 $1,420 Actual Cost Act'ual Cost Actual Cost Actual Cost Actual Cost

3-inch
(Compound)

$765 $2,195 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

4-inch
(Turbine)

$1,090 $2,270 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

4-inch
(Compound

$1,120 $3,145 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

6-inch
(Turbine)

$1,610 $4,425 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

6-inch
(Compound

$1,630 $6,120 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Over 6-inch Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
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J. OTHER ISSUES

1. Service Line and Meter Installation Charges

The Company requested that meter and service line installation charges for all size meters be
determined on an individual case basis. Staff is recommending specific charges for meters
smaller than 3-inch and actual costs for 3-inch meters and larger. Staff recommends approval of
separate meter and service line installation charges as shown under the column headings "Staff
Recommended" in Table 4 for meter sizes smaller than 3-inches. Since the Company may at
times install meters on existing service lines, it would be appropriate for some customers to only
be charged for the meter installation. Therefore, separate service line and meter charges have
been developed byStaff which Staff recommends be adopted in this case.

Table 4 Service Line and Meter Installation Charges (AF)

2. Curtailment Tars

The Company has an approved Curtailment Tariff
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3. Cross Connection & Backflow Turf

The Company has an approved Cross Connection & Backflow Tariff

4. Arsenic Treatment Plant ("A TP") Capacity

In 2006 to comply with the new arsenic standard, the Company began its arsenic treatment plant
installations in order to remove arsenic in the water supply. All Eve plants, the 6.9 MGD
treatment plant (Plant No. 1), 3.5 MGD plant (Plant No. 2), 2 MGD plant (Plant No. 5), 2.8
MGD (Plant No. 9) and 1.47 MGD plant (AFTL Plant) were completed and have been in
operation since 2007.

ATP No. 5 only Ueats ground water produced by Well No. 5.1 and Well No. 5.2. The combined
flows from these two wells are 1,400 GPM. Based on the design report, the loading rate is 5
GPM per square foot under normal operation. Staff determined that three ll-feet diameter
media vessels have adequate treatment capacity to remove arsenic. However, the Company
installed four ll-foot diameter media vessels, therefore, Staff recommends that cost of one ll-
feet diameter vessel be removed Hom rate base.

The estimated cost of one 11~foot diameter vessel was $143,4853 in 2005.

5. Post Test Year Plant

(a) The 2.2 MG Storage Tank

The Company has requested that a 2.2 MG storage tank (also called Sierra Montana 2.2 MG
reservoir) be included in rate base. During the inspection, Staff found that construction of this
item had not been completed and therefore was not in service, however, MCDES issued a
Certificate of Approval of Construction for dies project on November 25, 2008. It appears that
this plant was completed and placed in service in November 2008 .

(b) The White Tanks Regional Water Treatment Plant

The Company also requested the White Tanks Treatment Plant be included in this rate base.
This plant item was not used and useful during the inspection. No Certificate of Approval of
Construction has been issued for this prob act.

3 See Company Response to DR #20.1, total costs of four vessels (manufactured by Severn Trent) in Agua Fria
Arsenic Treatment Plant #2 were $573,439. One fourth of $573,439 is $143,485.
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(<=) Coolwell System Interconnection

The Coolwell System was recently interconnected with NEAF System. This project resolves
inadequate storage in the Coolwell system. The cost of this interconnection was $85,845.
Because the interconnection project involved mains and one hydrant, Staff recommends
classification of $85,845 to NARUC account No. 331.

(<1) Waddell Haciendas Project

The Company installed approximately 500 feet of 10-inch pipelines on Acoma Road between
183"i Ave and 186"' Ave. MCESD issued a Certificate of Approval To Construct for this project
on May 8, 2007. This project was completed prior to Staffs inspection, however, no Approval
of Construction has been issued.

(S) Reams Road Bypass Project

The Company installed approximately 2,000 feet 16-inch pipelines on Reef Road between Bell
Road and Mountain View Blvd. MCESD issued a Certificate of Approval to Construct for this
project on March 3, 2008. This project was in service shortly after Staffs inspection, however,
no Approval of Construction has been issued.

6. Not Used and Useful Plant Items.

During the inspection, Staff found following items were not used and useful:

Well 2.24 of Agua Fria System(a)

CD) Plant No. 6 of Agua Fria System

The We11s5, one 40,000 gallons storage tank, two 5,000 gallons pressure tanks and a three-pump
booster station were disconnected from the Company's system in 2006. Therefore, Staff
recommends that tanks and booster pumps in Plant #6 of the Agua Fria System should be
removed from the plant.

(c) Coolwell Svstem6

The 300 GPM well, the 10,000 gallons storage tank, the 2,000 gallon pressure tank and the three-
pump booster pump station have been disconnected from the Company's service system.
Therefore, Staff recommends that well, tanks, and booster pumps in Coolwell System be
removed from plant.

4 The Company terminated this well service due to well screen problem
5 Well #6-10-C and Well #7-22 are leased wells which are owned by Maricopa Water District
45 The System was terminated its service in the summer 2008.

I
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FIGURE 1

LOCATION OF AGUA FRIA WATER DISTRICT
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AGUA FRIA WATER DISTRICT CERTIFICATED AREA



10-22-08 Arizona-America Water Co. Agua Fria Water District
(AguaFria System PWS #07-695)
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FIGURE PA

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM
FOR E>asT1nG SYSTEMS (AGUA FRIA SYSTEM)
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FIGURE CB

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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FIGURE AC

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGR.AM (AGUA FRIA SYSTEM)
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(Agua Fria System PWS #07-695)
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FIGURE 3D

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)



I0-22-08 Arizona-America Water Co. Agua Fria Water District
(Agua Fria System PWS #07-695)
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FIGURE BE

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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FIGURE OF

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGR.AM (AGUA FRIA SYSTEM)
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FIGURE KG

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGR.AM (AGUA FRIA SYSTEM)
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(Agua Fria System PWS #0'l~695)
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FIGURE OH

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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FIGURE 31

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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10-22-08 Arizona-America Water Co. Agua Fria Water District
(Agua Fria System PWS #07-695)
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FIGURE KJ

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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(Agua Fria System PWS #07-695)

4
»

1-

>

4

Q-*r1"'

Well 2.4 Sim
Well #ZA (drilled in 2004)
DWR # 55-200558
1,1s0' d==p. 19" casing, 250-HP,
1,200 rpm

=*.>:
b E
8-*P
am
w
i s

n
son
so4
E..

Well #Z.3 Site

> 0"melH

Well #23 (drilled in 2000)
DWR # 55-573654
l,l40' deep, 18" casing, 250-HP,
1,200 gm

mLy

Well #LZ (drilled in 1997)
DWR # 55-573654
l,l40' deep, is" casing, 250-
HP, 1,200 rpm

-® - ~-v
Well #LZ Site (in is out ofscrvicc, due
well saeax problans)

Well #4.5 (drilled in 2003)
DWR # 55-593407
l,205' deep, 19" using 200-HP,
990 rpm

I

Well #4.5 Site

Well *4.7 (arinea in zoos)
DWR # 55-z04414
L480' deep, 19" casing, 250-HP,
950 rpm

-» @
Well #4.7 Site

Well #4.6 (drilled in 2004)
DWR # 55-202092
l,055' deep, 19" casing, 125-
HP, 514 rpm

I I
I I

Well 4.6 Site5
4

4
F-'
2
4
8
r

Well 11.2 Site

Well #ll.2 (drilled in 1007)
DWR # 55~21249l
l,05B' deep, 18" casing, 250-
HP, sao rpm

I
I

lWL * _
\o_ooo go:
pressman link I  I

It became used and useful in January 2008.

Agua Prim Diltn'bndal\ System

Arizona-American Water Company
Agua Fria Water Division
Docket No. W-01303A-08-0227
Page 28

FIGURE PK

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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(Agua Fria System PWS #07-695)
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FIGURE AL

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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FIGURE AM

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (AGUA FRIA SYSTEM)
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FIGURE IN

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (NEAF SYSTEM)
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FIGURE 30

AGUA FRIA WATER DISTRICT SYSTEMATIC DIAGRAM (COOLWELL SYSTEM)



Arizona American Water Co. Agua Fria Water
District Agua Fria (PWS #07-695) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4A

AGUA FRIA WATER DISTRICT WATER USAGE (AGUA FRIA SYSTEM)



Arizona American Water Co. Agua Fria Water
District NEAF (PWS #07-531) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4B

AGUA FRIA WATER DISTRICT WATER USAGE (NEAF SYSTEM)



Arizona American Water Co. Agua Fria Water
District NEAF Irn'gation Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4C

AGUA FRIA WATER DISTRICT WATER USAGE (NEAF IRRIGATION SYSTEM)



Arizona American Water Co. Agua Fria Water
District Coolwell (PWS #07-080) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4D

AGUA FRIA WATER DISTRICT WATER USAGE (COOLWELL SYSTEM)
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FIGURE 5

GRO H IN AGUA FRIA WATER DISTRICT

Actual & Projected Growth In Arizona American Water
Company Agua Fria Water District CC&N Area
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision
#68310

Rate (%)
SUD City

West Water
proposed

Staff
Recomme
need Rate

(%)
301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land Hz. Land Rights P
Land & Land Right TD
Land & Land Rt t A G|

0
0
0
0

0
0
0
0

0
0
0
0
0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Smxcture & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.50
1.67
1.67
0.00
1.68
0.00

2.50
1.67
1.67
1.67
2.03
0.00

2.50
1.67
1.67
0.00
4.63
0.00

305 305000 Collection & Impounding reservoirs 0.00 0.00 2.50
307 307000 Wells & Springs 2.52 2.52 3.33
310 310100 Power Generation Equip Other 0.00 4.42 4.42
311

311200
311300
311500

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
Pump Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

4.42
4.42
4.42

320
320.1

320.2
320.3

320.4

320100

N/A
N/A
N/A

N/A
N/A

Water Treatment
Water Treatment Equipment
Water Treatment Equipment Non-
Media
Solution Chemical Feeder
Media Water Treatment Equipment
(pressurized vessels)
Ion Exchange Treatment Equipment
Sludge Disposal Equipment

4.00

N/A
N/A
N/A
N/A
N/A
N/A

4.00
N/A
N/A
N/A
N/A
N/A
N/A

7.06
5.00
5.00
5.00
4.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tanks
Pressure tanks

1.67
N/A
N/A

1.67
N/A
N/A

1.67
1.67
5.00

331
331001
331100
331200
331300

332000

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

1.53
N/A
N/A
N/A
N/A
N/A
0.00

1.53
1.53
1.53
1.53
N/A
0.00

1.53
1.53
1.53
1.53
2.00
2.00
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FIGURE 6
DEPRECIATION RATES FOR WATER SYSTEMS (Agua Fria Water District)



333 333000 Services 2.48 2.48 2.48
334

334100
334200

Meters
Meters
Meter installations

2.51
N/A

2.51
2.51

2.51
2.51

335 335000 Hydrants 2.00 2.00 2.00
336 N/A Backflow Prevention Devices N/A N/A 6.67
339

339100
339500

Other Plant & Misc Equipment
OidxerP/E Intangible
Other P/E SS

4.98
0
0

0
0

340

340.1

340100
340200

N/A

Office Furniture & Equipment
Office Furniture & Equipments
Computer 8: perishequipment
Computer Software

4.55
4.55
N/A

4.04
.4.04
N/A

4.04
10.00
25.00

341
341100
341200

Transportation Equipment
Transportation Equip,Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks

25.00
N/A

N/ A

25.00

25.00

22.00

15.00
342 342000 Store Equipments 3.92 3.92 3.92
343 343000 Tools Shop & Garage Equipments 4.14 4.02 4.02
344 344000 Lab equipments 3.71 0.00 3.71
345 345000 Power operated equipments 5.14 5.20 5.20
346

346100
346300 I |

Communication Equipments
Communication Equip non-telephone
Communication E . Other

10.28
N/A

10.30
4.93

10.30
4.93
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ENGINEERING REPORT FOR ARIZONA-AMERICAN WATER co1vLpA1w, INC.,

HAVASU WATER DISTRICT

BY DOROTHY I-IAINS

JANUARY 9, 2009
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Engineering Report
For Arizona-American Water
Company's Havasu Water Division
DocketNo.W-01303A-08-0227
(Rate Increase Application)

1 By Dorothy Hairs

January 9, 2009

EXE cUT1vESUMMARY

Recommendations:

Staff recommends the depreciation rates for Arizona American Company's Havasu
District ("Havasu") presented in Figure 6 by National Association of Regulatory
Commissioners' ("NARUC") account. (See iI of report for discussion and details.)

Staff recommends approval of separate meter and service line installation charges as
shown under the Staff Recommended columns in Table 4. (See kJ' of report for discussion
and details.)

111. Lost water for Havasu was calculated to be 13.34 percent which exceeds acceptable
limits. Staff recommends that the Company reduce its water loss to below 10 percent in
Havasu by December 31, 2009, or before it files its next rate increase application and/or
CC&N application and/or financing application, whichever comes first. Staff further
recommends that die Company begin water loss monitoring and take action to ensure
water loss remains less than 10 percent immediately. If the water loss for the twelve
month period ending December 31, 2009, is greater Dian 10 percent, the Company must
come up with a plan to reduce water loss to less than 10 percent, or prepare a report
containing a detailed analysis and explanation demonstrating why a water loss reduction
to 10 percent or less is not feasible or cost effective. Such a report shall be docketed in
this case. (See kG of report for discussion and details.)

Staff recommeNds that $143,485 of Arsenic Treatment Plant installation be removed lion
plant. (See kJ of report for discussion and details.)

v .

Iv.

1.

II.

Staff considers the reported water testing expenses and the estimated water testing costs of
$5,295 for the Havasu reasonable. (See oF of report for discussion and details.)



Conclusions:

1. Arizona Department of Environmental Quality ("ADEQ") has determined that Havasu
system is currently delivering water that meets the water quality standards required by
Arizona Administrative Code, Title 18, Chapter 4. (See aC for a discussion and details.)

Arizona Department of Water Resource ("ADWR") has determined that Havasu is not within
any ADWR's Active Management Area and is in compliance with the ADWR requirements
governing water providers. (See bE of report for discussion and details.)

IH. Havasu has an approved cross connection tariff (See §J of report for discussion and details.)

Havasu has adequate storage and well production to serve its existing customers and
projected growth for a f ive-year planning horizon. (See CB of report for discussion and
details.)

Havasu has an approved curtailment tariff (See kJ of report for discussion and details.)v .

VI.

Iv.

H.

A check wide die Utilities Division Compliance Section showed Havasu has no
outstanding compliance issues. (See aD of report for discussion and details.)
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Well # ADWR No. Year
Drilled
(19xx)

Casing
Size
(inches)

Well
Depth (ft)

Well
Meter
Size
(inches)

Pump
Q-lp)

Pump Yield
(GPM)

3 55-601831 1972 8 160 4 40 250
7 55-539646 1993 10 150 6 20 550
8 55-512988 1986 8 420 4 15 100
9 55-594370 2003 16 790 8 20 500

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 1

A. LOCATION OF COMPANY

zone-AmeNcm Water Company Havasu Water Division ("Havasu" or "Company") serves
water to approximately 1,530 customers and is located in north of the City of Lake Havasu in
Mohave County. Figure 1 describes the location of Havasu, and Figure 2 describes the
Certificate of Convenience and Necessity ("CC&N") area of Havasu.

B. DESCRIPTION OF THE WATER SYSTEM

The plant facilities were visited on June 17, 2008, by Dorothy Hains, Utilities Engineer,
accompanied by Company representative, David Evans (the Company's Operation
Superintendent).

System Analysis

Havasu consists of four drinking water wells that are capable of producing a total flow of 1,400
gallons per minute ("GPM"), a 2.2 million gallons per day ("MGD") arsenic treatment plant and
1.85 million gallons ("MG") of storage capacity. The water system has adequate storage and
well production to serve its existing customers and projected growth for a five-year planning
horizon. Figures PA, CB, AC and 3D provide a process schematic showing both the active and
inactive components of the water system.

Well Data

Active Drinking Water Wells



Well # ADWR No. Year
Drilled
(191c<)

Casing
Size
(inches)

Well
Depth (ft)

Well
Meter
Size
(inches)

P41119
(HP)

PHDDP Yield
(GPM)

1 55-601829 N/A 6 180 6 N/A N/A
2 55-534237 1992 12 355 6 N/A N/A
4 55_6018321 1970 10 245 3 5 75

5 55-601833 1980 8 150 6 30 175
6 55-601830 1968 10 148 N/A N/A

N/A 55-210908i 2007 N/A 770 N/A N/A N/A

Number of treatment plant 1

Plant location At Well #8 & #9 site
IT e Granular Ferric Media filtration

treatment capac normal operation condition) 2.2 million gallons per day ("MGD")
# of vessels in the plant 2

Diameter of vessel 14 ft

Year installed 2005

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 2

In  active Well

Note: 1.  When active th is well  was used for  construction purposes.
2.  Aka the North  Point Well.

Arsenic Treatment Plant  ("ATP")



Location Structure or equipment Capaci
North Point Well & Booster

Station Site
Booster Pumps Two 25-HP

OHS 5-HP
One 50-Hp
One 75-HP

Storage Tank One 750,000 gal
Pressure Tank Two 211 gal

Booster Station #3 Site Booster Pumps Two 25-HP
One 30-HP

Storage Tank One 125,000 gal

Pressure Tank One 5,000 gal

Booster Station #4 Site Booster Pumps Two 25-HP

Storage Tank One 125,000 gal

Pressure Tank One 10,000 gal

Well #8/Well #9 Site Booster Pumps Two 25-HP
Two 30-HP
Four 50-HP
OHC 75-HP

Storage Tank One 250,000 gal
One 500,000 gal

Pressure Tank One 10,000 gal
One 200 gal

Well #3/ Well #5 Site Booster Pumps Two 25-HP
One 30-HP

Storage Tank One 100,000 gal
Pressure Tank One 8,000 gal

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 3

Active Storage,  Pumping



Diameter inches Material feetLen' I
2 N/A 691
3 N/A 1,959
4 pol incl chloride ("PVC" 36,322
6 PVC 58,721
6 Ductile hon pipe ("DIP" 5,611
8 PVC 28,812
8 DIP 1,346

10 PVC 519
12 N/A 469

Size (inches) Quantify

%x% 1,489
M 4
1 14

1% 110
2 23
3 4
4 6
6 1

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 4

DistributionMains

Meters

c. ARIZONA
COMPLIANCE

DEPARTMENT OF ENV1ORNMENTAL QUALITY ("ADEQ")

Based on a memorandum dated January 31, 2008, ADEQ has determined that Havasu is
currently in compliance with its requirements. ADEQ also stated that it has determined that the
system is currently delivering water Mat meets water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4.

D. ARIZONA CORPOR.ATION COMMISSION ("ACC") COMPLIANCE

A check with the Utilities Division Compliance Section showed no delinquent compliance items.

E. ARIZONA DEPARTMENT OF WATER RESOURCES (¢sADwRn) COMPLIANCE

Havasu is not within any ADWR's Active Management Area ("AMA"). Staff received a
Compliance Status Report 80m ADWR for Havasu on June 20, 2008. In its report ADWR
stated that Havasu is in compliance with its requirements governing water providers.



Monitoring - 4 wells
(Tests per 3 years, unless
noted.)

Cost
per test

No. of
tests per
three year
period

Total cost
per three
year
period

Annual Cost

Bacteriological - monthly $20 180 $3,600 $1,200

Inorganics - Priority
Pollutants

$300 MAP MAP MAP

Radiochemical .. (up Yr) $60 MAP MAP MAP

Phase II and V:

IOC's, SOC's,  VOC's $2,805 MAP MAP MAP

Nitrites $20 MAP MAP MAP

Nitrates - annual $40 12 MAP MAP

Asbestos - per 9 years $180 2% MAP MAP

Lead & Copper - annual* so 20 $0 $0

TTHM/HHAs - per 3 years" $0 6 so so

so0Maximum chlor ine residual

Arizona-American Water Company
Havasu Water Distn'ct
Docket No. W-01303A-08-0227
Page 5

F. WATER TESTING EXPENSES

Havasu is subject to mandatory participation in the ADEQ Monitoring Assistance Program
("MAP"). Staff calculated the testing costs based on the following assumptions:

1. MAP will do baseline testing on everything except copper, lead, bacteria and
disinfection by-products.

2. ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring
costs are estimated for a 3-year compliance period and then presented as a pro
forma expense on an annualized basis.

All monitoring expenses are based on Staffs best knowledge of lab costs and
methodology and two point-of-entries.

The estimated water testing expenses represent a minimum cost based on no
"hits" other than lead and copper, and assume compositing of well samples. If
any constituents were found, diem the testing costs would dramatically increase.

Table 1 shows the estimated annual monitoring expense, assuming participation in die MAP
program. Water testing expenses should be adjusted to the annual expense amount of $5,295
shown in Table 1.

Table 1 Water Testing Cost

4.

3.

$20 $0



levels
MAP fees (annual) $4,094.72
Arsenic*8' ** so 60 $0 so

Total $5,295

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 6

* The test will be done in the Company's Lab in.Belleville..
** To comply with ADEQ requirement, the Company has to conduct quarterly arsenic testing at

each well site and ADEQ designed sampling points aka Points of Entry.

G. WATER USAGE

Figure 4 is a graph that shows water consumption data in gallons per day ("GPD") per customer
for the system for the test year period of January 2007 through December 2007.

1. Water Sold

Based on information provided by the Company, water use for the year 2007 is presented in
Figure 4. The high moodily water use was 878 gallons per day ("GPD") per connection in
March, and the low rnondily water use was 292 GPD per connection in June. The average
annual use was 439 GPD per connection.

2. Lost Water

Lost water should be 10 percent or less and never more than 15 percent. It is important to be
able to reconcile the difference between water sold and the water produced by the source. A
water balance will allow a water company to identify water and revenue losses due to leakage,
fire fighting, and flushing. Lost water for Havasu was calculated to be 18.34 percent which
exceeds acceptable limits.

In Decision No. 67093, (issued on June 30, 2004) the Commission identified that Havasu had
water loss exceeding the 10 percent limit and ordered the Company to make necessary
corrections. On August 10, 2006, the Company docketed a statement stating that the water loss
issue had been resolved and declared that the Company was in compliance with Decision No.
67093. However, based on water use data in die Company's Annual Reports, Havasu had 21
percent water loss in 2004, 7.5 percent water loss in 2005 and 30 percent water loss in 2006.
Also, the Company failed to continue its water loss monitoring and provide a plan that outlines
the procedures, steps and time frames to achieve acceptable levels of loss water.

Staff recommends that the Company reduce its water loss to below 10 percent in Havasu by
December 31, 2009, or before it tiles its next rate increase application and/or CC&N application
and/or financing application whichever comes first. Staff further recommends that the Company
begin water loss monitoring and take action to ensure water loss remains less than 10 percent



Year Nos. of Customers
2002 1,248 ' |R outed
2003 1,299 IR outed
2004 1,422 Reported
2005 1,485 Reported
2006 1,507 . |R outed
2007 1,528 . lR outed
2008 1,674 Estimated
2009 1,744 Estimated
2010 1,815 Estimated
2011 1,885 Estimated
2012 1,955 Estimated

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 7

immediately. If the water loss for the twelve month period ending December 31, 2009, is greater
than 10 percent, the Company must come up with a plan to reduce water loss to less than 10
percent, or prepare a report containing a detailed analysis and explanation demonstrating why a
water loss reduction to 10 percent or less is not feasible or cost effective. Such a report shall be
docketed in this case.

H. GROWTH

Figure 5 shows customer growth based on the service connection data contained in the
Company's annual reports, the number of customers increased from 1,248 at the end of 2002 to
1,528 by the end of 2007, will an average growth rate of 70 customers per year from 2002 .to
2007. Based on the linear regression analysis, Staff estimates that the Company could have over
1,900 customers by the end of 2012. The following tables summarize Staff and Me Company's
projected growth.

Table 3 Actual and Projected Growth

1. DEPRECIATION R.ATES

Decision No. 67093 approved the depreciation rates used by Havasu in this rate proceeding
except that the Company reorganized the authorized rates utilizing the National Association of
Regulatory Commissioners' ("NARUC") latest plant account matrix as presented in Figure 6.

The Company proposed a 25 percent depreciation rate for its heavy duty trucks but provided no
specific justification for dais accelerated depreciation rate. Staff believes that a 15 percent
depreciation rate is more appropriate since heavy duty trucks usually have a useful life of at least
6 to 7 years.

Staff recommends the depreciation rates presented in Figure 6 by NARUC account.



Arizona-American Water Company
Havasu Water District
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J. OTHERS

1. Service Line andMeter Installation Charges

The Company requested that meter and service line installation charges for all size meters be
determined on mindiMduM case basis. Staff is recommending specific charges for meters
smaller than 3-inch and actual costs for 3-inch meters and larger. Staff recommends approval of
separate meter and service line installation charges as shown under the column headings "Staff
Recommended" in Table 4 for meter sizes smaller than 3-inches. Since the Company may at
times install meters on existing service lines, it would be appropriate for some customers to only
be charged for the meter installation. Therefore, separate service line and meter charges have
been developed by Staff which Staff recommends be adopted in this case.



Meter Size Current
Charges

(Service line
installation)

Current Charge
(Meter

installation)

Proposed
Charges

(Service line
installation)

Proposed
Charge (meter
installation)

Staff
Recommendation

((Service Line)

Staff
Recommendation
(meter installation)

Staff
Recommendation

total charges

5/8 x 3/4~
inch

$370 $130 Actual Cost Actual Cost $445 $155 $600

3/4_im€h $370 $205 Actual Cost Actual Cost $445 $255 $700

1 -inch $420 $240 Actual Cost Actual Cost $495 $315 $810

1 %-inch $450 $450 Actual Cost Actual Cost $550 $525 $1.075

2-inch
(Turbo)

$580 $945 Actual Cost Actual Cost $830 $1,045 $1,875

2-lm0h
Compound)

$580 $1,640 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

i
3-inch
(Turbo)

$745 $1,420 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

3-inch
Co fund

$765 $2,195 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

4-inch
(Turbo)

$1,090 $2,270 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

I |

4-inch
Co fund

$1,120 $3,145 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

6-ineh
(Turbo)

$1,610 $4,425 Actual Cost Achlal Cost Actual Cost Actual Cost Actual Cost

I I
6-inch

Co ou.nd)

$1,630 $6,120 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Over 6-inch Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A_08-0227
Page 9

Table 4 Service Line and Meter Installation Charges

2. Curtailment Tars

The Company has an approved curtailment tariff on tile with the Commission.

3. Cross Connection &Backflow Tars

The Company has an approved Cross Connection & Backflow Tariff

4 .  T h e 2 . 2 M G D A T P

The plant was installed in 2005. The ATP only treats ground water produced by Well No. 8 and
Well No. 9. The combined flow from these two wells is 600 GPM. The loading rate on media is
5 GPM/square foot under normal operation. Staff concludes that the one l4-foot diameter media
vessel or two 9-foot diameter media vessels would have provided adequate treatment capacity to
remove arsenic. The Company installed two 14-foot diameter media vessels instead, therefore,

r



Arizona~American Water Company
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Staff recommends that cost of one 14-foot diameter vessel be removed tom rate base.
estimates the cost of one 14-foot diameter vessel was to be $143,4851.

Staff

5. Well No. 42 and Well No. 53

Both wells have been disconnected and were not in-service at the time of Staff' s inspection.

1 The Company did not provide any invoices of the costs of this vessel; Staff used information from Sun city West
to calculate its estimate. Total costs of four 12-foot diameter vessels in Sun City West Arsenic TreaUnent Plant #2
were $573,439. One fourth of $573,439 is $143,485. Similar Severn Trent systems were used in Havasu and Sun
City West.
2 Well #4 was disconnected in 2006.
s Well #5 was disconnected in 2004.
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FIGURE 1

HAVASU WATER DIVISION CERTIFICATED AREA
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FIGURE 2

LOCATION OF HAVASU WATER DIVISION
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FIGURE PA

HAVASU WATER DIVISION SYSTEMATIC DIAGRAM
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FIGURE CB

HAVASU WATER DIVISION SYSTEMATIC DIAGRAM
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FIGURE AC

HAVASU WATER DIVISION SYSTEMATIC DIAGRAM
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FIGURE 3D

HAVASU WATER DIVISION SYSTEMATIC DIAGRAM
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FIGURE 4

HAVASU WATER DIVISION WATER USAGE
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FIGURE 5

GRO H IN HAVASU WATER DIVISION

Actual & Projected Growth In Arizona American Water
Company Havasu Water District CC&N Area
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision #
68310

Rate (%)
proposed

staff
Recommended

Rate (%)
301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

303200
303300
303500

.303600

Land & Land Rights
Lalld & Lalld Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.79
0
0
0

2.03

2.58
0.00
0.00
0.00
2.58
0.00

2.58
0.00
0.00
0.00
2.58
0.00

305 305000 Collection & Impounding reservoirs 2.54 2.58 2.54
307 307000 Wells & Springs 2.54 2.54 2.54
310 310100 Power Generation Equip Other 5.12 3.83 3.83
311

311200
311300
311500

Pumping Equipment
Purus Equipment Electnlc
Pump Equipment Diesel
Pump Equipment Other

3.71
0.00
0.00

3.83
0.00
0.00

3.83
0.00
0.00

320
320.1
320.4
320.2

320100
N/A
N/A

Water Treatment Equipment
Water Treatment Plant (Non-Media)
Water Treatment Plant (Media)
Chemical Solution Feeders

12.00
N/A
N/A

12.00
N/A
N/A

7.06
5.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs 8: Standpipes
Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tank

2.33
N/A
N/A

2.33
N/A
N/A

2.33
2.33
5.00

331
331001
331100
331200
331300

Transmission and Distribution
T D mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch tO 16-inch
TD mains 18-inch and larger
Otdier Transmission and Distribution
Fire mains

2. 10
N/A
N/A
N/A
N/A
N/A
N/A
N/A

2.10
2.10
2.10
2.10
N/A
N/A
N/A

2.10
2.10
2.10
2.10
2.00
2.00
2.00

333 333000 Services 2.89 2.89 2.89
334

334100
334200

Meters
Meters
Meter installations

3.52
3.52
3.52

3.52
3.52

335 335000 Hydrants 0.00 1.99 1.99
336 N/A Backflow Prevention Devices N/A N/A 6.67
339 Other Plant & Misc Equipment N/A

Arizona-American Water Company
Havasu Water District
Docket No. W-01303A-08-0227
Page 20

FIGURE 6
DEPRECIATION RATES FOR WATER SYSTEMS -Havasu



339100
3392500

Other P/E Intangible
Other P/E SS

0
0

0
0

340
340100
340200 I l l

Office Furniture & Equipments
Office Furniture & Equipments
Co user & perish equipment

4.10
4.10

4.47
4.47

4.47
4.47

341
341100
341200

Transportation Equipment
Transportation Equ.ip, Lt Duty Trucks
Transportation Equip, heavy Duty Trucks

25.00
25.00
25.00

20.00
15.00

342 342000 Store Equipments 3.93 3.93 3.93
343 343000 Tools Shop & Garage Equipments 7.55 4.49 4.49
344 344000 Lab equipments 3.06 3.06 3.06
345 345000 Power operated equipments 9.23 2.55 2.55
346

346100
346300

CommunicationEquipments
Communication Equip non-telephone
Communication Equip Other

4.10
8.37
6.19

8.37
6.19

347 Miscellaneous Equipment 6.19 N/A 6.19
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EXHIBIT DMH-3

ENGINEERING REPORT FOR ARIZONA-AMERICAN WATER COMPANY, INC.,

MOHAVE WATER DISTRICT

BY DOROTHY I-IAINS

JANUARY 9, 2009



I
I

Engineering Report
For Arizona-American Water
Company's Mohave Water District
Docket No. W-01303A-08-0227
(Rate Increase Application)

1 By Dorothy Hairs

January 9, 2009

EXECUTIVESUMMARY

Recommendations:

Staff recommends the depreciation rates for Arizona American Company's Mohave
Water District ("Mohave Water Disk°ict") presented in Figure 6 by National Association
of Regulatory Commissioners' ("NARUC") account. (See iI of report for discussion and
details.)

Staff recommends the adoption of the Company and Staff recommended service line and
meter installation charges and total charges. (See kJ of report for discussion and details.)

111. Staff recommends that the Company reduce its water loss to 10 percent or less in the
Bullhead City System by December 31, 2010, or before it files its next rate increase
application and/or CC&N application and/or Financing application, whichever comes
first. Staff further recommends that the Company begin water loss monitoring and take
action to ensure water loss is reduced to 10 percent or less immediately. If the water loss
for a twelve month period prior to December 31, 2010 is greater than 10 percent, the
Company must. come up with a plan to reduce water loss to 10 percent or less, or prepare
a report containing a detailed analysis and explanation demonstrating why a water loss
reduction to 10 percent or less is not feasible or cost effective. Such a report shall be
docketed in this case. (See kG of report for discussion and details.)

Iv. Staff recommends that the Company file by August 31, 2009, as a compliance item in
this same docket, a copy of the Approval of Construction, issued by ADEQ or its
authorized agency, indicating that the new well with a minimum production of 190 GPM
interconnected to Desert Foothills is complete and in service. (See CB of report for
discussion and details.)

I.

H.

v . Staff considers the reported water testing expenses and the estimated water testing costs of
$17,107 for the Mohave Water District reasonable. (See §F of report for discussion and
details.)



Conclusions :

Arizona Department of Environmental Quality ("ADEQ") stated that it has determined that
the Mohave Water District systems and the Bermuda Water system are currently
delivering water that meet water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4. (See aC for a discussion and details.)

Mohave Water District is not within any Active Management Area. Arizona Department
of Water Resource ("ADWR") stated that all water systems in the Mohave Water are in
compliance with its requirements governing water providers. (See bE of report for
discussion and details.)

Mohave Water District has an approved cross connection tariff
discussion and details.)

(See kJ of report for

All systems except Desert Foothills System in Mohave Water District have adequate
production and storage capacity to serve existing customers. (See CB of report for discussion
and details.)

Mohave Water District has an approved curtailment rarify (See kJ of report for discussion
and details.)

The post test year plant, 0.25 MG Big Bend Acres storage tank, was not in service during
Staff s inspection. (See kJ of report for discussion and details.)

111.

v.

VH.

VI.

IV.

H.

1.

A check with the Utilities Division Compliance Section showed Mohave Water has no
outstanding compliance issues. (See aD of report for discussion and details.)
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Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth
(ft)

Well
Meter
Size

(inches)

Pump
(Hp)

Pump
Yield

(GPM)

Location

24-1 55-506309 1983 16 515 6 250 1,400 2599 Black Mtn Rd,
Bullhead City

16-3 55-509446 1985 14 602 12 75 500 1874 Arena Dr.,
Bullhead City

BBA-2 55-519149 1987 18 280 10 100 2,100 2264 Kaibab Dr.,
Bullhead City

16-2 55-603472 1975 12-10 610 8 75 600 1742 Arriba Dr.,
Bullhead City

16-1 55-603473 1970 14-16 400 8 200 2,150 1742 Mesa Vista
Dr.., Bullhead City

BHC-5 55-603477 1975 12 450 6 40 350 2495 E 2"' Ave.,
Bullhead City

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 1

A. LOCATION OF COMPANY

Arizona American - Mohave Water District ("Mohave Water District" or "Company") serves
over 15,800 customers in the Bullhead City area and other unincorporated areas in Mohave
County. Figure 1 describes the location of the Company within Mohave County, and Figure 2
describes the CC&N area of Mohave Water District.

B. DESCRIPTION OF THE WATER SYSTEM

The plant facilities were visited on September 30 arid October 7, 2008, by Dorodiy Hairs,
Utilities Engineer, accompanied by Company representative, David Evans (the Company's
Operation Superintendent).

System Analysis

During the test year, the Mohave Water District operated six separate systems.
description of each system is presented below:

A detailed

(1) Bullhead City System (PWS #08-032)

The Bullhead City System consists of six drinldng water wells that are capable of producing a
total flow of 7,100 gallons per minute ("GPM") and storage capacity totaling 5.7 million gallons
("MG"). The water system has adequate storage and well production to serve its existing
customers and projected growth for a five-year planning horizon. Figures PA through 3D
provide a process schematic showing both the active and inactive components of this water
system.

Well Data (Bullhead City System)

Active Drinking Water Wells



Well # ADWR No . Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

PMP
(H1>)

Punutp
Yield

(GPM)

Location

BBH~1 55-603415 N/A 16 200 6 25 112 2264 Kaibab Dr.,
Bullhead City

55-603474 1959 16 101 6 18 450 N/A
55-603476 1961 8 115 N/A N/A 250 N/A
55-603478 N/A 12 157 3 8 83 N/A
55-603479 N/A 12 580 6 20 220 N/A

Location Structure or equipment Capaci

Big Bend Acres Well Site (2264
Kaibab Dr., Bullhead City)

Booster Pumps Three 50_Hp

Storage Tanks One 125,000 gal

Mohave Drive Booster Pump Station
Site

Booster Pumps OHS 50-Hp
One 2-HP

One 1%-HP
Pressure Tanks One 5,000 gal

Desert Glen Booster Pumgp Station Site Booster Punutps ODE 100-HP
Two 15-HP

Storage Tanks One 200,000 gal

Pressure Tanks One 3,000 gal

Mountain View Booster Pump Station
Site

Booster PuInps Two 20-HP

Pressure Tanks One 70 gal

Upper Zone Tank Site Storage Tanks One 123,000 gal

Well 24-1 Site (2599 Black MM Rd,
Bullhead City)

Booster Pumps Three 100-HP

Storage Tanks One 1,000,000 gal

Silver Creek Tank Site (3002 Silver
Creek Rd)

Storage Tanks One 300,000 gal

Laurado Tank Site Storage Tanks One 250,000 gal
One 750,000 gal

Well 16-1 Site (1742 Mesa Vista Dr..,
Bullhead city)

Booster Pumps one 15-HP

Storage Tanks One 500,000 gal
One 1,000,000 gal

Well 16-2 Site (1742 Arriba Dr.,
Bullhead City)

Booster Pumps One 100-Hp

Storage Tanks One 424,000 gal
One 1,000,000 gal

Pressure Tanks One 10,000 gal

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 2

Inactive Wells

Active Storage, Pumping



Riverview Mall Booster Pump Station
Site (2350 Miriacle Mile Dr.)

Booster Pumps Two 15-HP
One 50-HP

Storage Tanks One 35,000 gal

Pressure Tanks One 3,000 gal

Diameter inches Material Length feet
2 N/A 12,802
3 N/A 78,303
4 PVC 220,186
6 PVC 413,959
8 PVC 174,546

10 PVC 2,558
12 PVC 91,251
16 Various 3,823
18 Various 1,443

Size (inches) Quantity

%x% 12,465
% 3
1 288

1% 1,438
2 414
3 24
4 7
6 6

Arizona-American Water Company
Moh ave Water Division
Docket No. W-01303A-08-0227
Page 3

Distribution Mains

Meters

(2) Camp Mohave System (PWS #08-037)

The Camp Mohave System consists of one drinking water well that is capable of producing a
total flow of 200 GPM and storage capacity totaling 250,000 gallons. The water system has
adequate storage and well production to serve its existing customers and projected growth for a
five-year planning horizon. Figure BE provides a process schematic showing both the active and
inactive components of the water system.



Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

PUJHHP

(HP)

Pump
Yield

(GPM)

Location

55-559559 1996 8 312 4 20 200 1360 E Camp
Mohave Rd,

Bullhead City

Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

PUDHP
(HP)

Pump
Yield

(GPM)

Location

55-603416 1995 8 200 N/A N/A 55 1360 E Camp
Mohave Rd,

Bullhead city

Location Structure or equipment Capaci

Well Site (1360 E C=mp Mohave Rd, Bullhead

iv)
Booster Punnps Two 40-HP

One 15-HP
Storage Tanks One 250,000 gal
Pressure Tanks One 5,000 gal

Diameter inches Material Length (feet

4 N/A 6,569

6 N/A 1,828
8 N/A 2,309

10 N/A 4,080

Size (inches) Quantity

%x% 99
M 3
1 9
2 12

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 4

Well Data (Camp Mohave System)

Active Drinking Water Well

Inactive Well

Active Storage, Pumping

Distribution Mains

Meters



Well # ADWR No. Year
Drilled

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump

(HP)

Pump
Yield

(GPM)

Location

1 55-586016 2001 8 290 2 7% 29 N/A

2 55-200219 2004 6 750 6 60 370 N/A

Lggatign |Structure or e pren t Capacity
N/A I sBooster P Four 40-HP

Storage Tanks One 300,000 gal
Pressure Tanks One 190 gal

Diameter inches Material Len1 (feet)
6 N/A 1,219
8 N/A 28,879

10 N/A 4,368

Size (inches) Quantity

%x% 2
2 2

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 5

(3) Arizona Gateway System (PWS #08-163)

The Arizona Gateway System consists of two drinking water wells that are capable of producing
a total flow of 399 GPM and storage capacity totaling 300,000 gallons. The water system has
adequate storage and well production to serve its existing customersand projected growth for a
five-year planning horizon. Figure BE provides a process schematic showing both the active and
inactive components of the water system.

Well Data (AZ Gateway System)

Active Drinking Water Wells

Active Storage, Pumping

Distribution Mains

Meters

(4) Lake Mohave System (PWS #08-062)

The Lake Mohave System consists of two drinking water wells that are capable of producing a
total flow of 300 GPM and storage capacity totaling 223,000 gallons. The water system has
adequate storage and well production to serve its existing customers and projected growth for a
five-year planning horizon. Figure OF provides a process schematic showing both the active and
inactive components of the water system.



Size (inches) Quantity

%x% 271
M 1
1 3

Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump
(HP)

Punlp
Yield

(GPM)

Location

55-557919 1996 12 1,073 6 100 600 29010 Desert Vista
Dr., Bullhead City

Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump
(HP)

Pump
Yield

(GPM)

Location

55-551125 1995 5 1,212 N/A 10 25 29010 Desert Vista
Dr., Bullhead City

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 7

Meters

(5) Desert.Foothi11s Svstem (PWS #08-137)

The Desert Foothills System ("Desert Foothills") consists of one drinldng water well that is
capable of producing a total flow of 600 GPM and storage capacity totaling 1,000,000 gallons.
The water system does not have adequate well production to serve its existing customers.
However, based on the Response to Staff Data Request No. DH-16.5, Laughlin Ranch a
Developer will contribute a well with 190 GPM which will be connected to the Desert Foothills
soon. Once this well and interconnection is complete the Desert Foothills will have adequate
well production to serve its existing customers and projected growth for a Ive-year planning
horizon. Staff recommends that the Company file by August 31, 2009, as a compliance item in
this same docket, a copy of the Approval of Construction, issued byADEQ or its authorized
agency, indicating that the new well with a minimum production of 190 GPM interconnected to
Desert Foothills is complete and in service. Figure KG provides a process schematic showing
both die active and inactive components of the water system.

Well Data (Desert Foothills System)

Active Drinldng Water Wells

Inactive Well



Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump
(HP)

Pump
Yield

(GPM)

Location

55-556101 1996 8 505 3 20 150 3000 Locust Dr.
,Bullhead city

55-603417 1973 10 500 3 20 150 3000 Locust Dr.
,Bullhead City

Well # ADWR No . Year
Drilled
(19xx)

Cas ing
Size

(inches)

Well
Depth

(ft)

W e l l
M e t e r
Size

( inches)

Pump

(HP)

Pump
Yield

(GPM)

Loc a t i on

55-548414 1995 2 4 7 6 0 N/A N/A 5 0 0 Tamarack Dr. &
Locust Dr.,

Bullhead City

Loc a t i on St ruc ture or equipment Capaci
Wel l  S i te (3000 Locus t  Dr.  ,Bul lhead

C i  )
Boos ter Pumps Two 20-HP

Storage Tanks OI1€ 100,000 gal
Pressure Tanks One 1,000 gal

Upper Boos ter Pump Stat ion S i te Boos ter Pumps Two 5~HP

Pressure Tanks One 3,000 gal

Pegasus Ranch Booster Pump Stat ion
S i te (Tamarack  Dr.  &  Locus t  Dr . ,

Bu l l head Ci t y )

B fos ter Pumps T w o  2 5 - H P
One 7% - HP

Pressure Tanks One 1,000 gal

Storage Tanks One 123,000 gal

Pressure Tanks One 10,000 gal

D i am et e r  i nc hes M at e r i a l Length ( f eet )
2 N/A 451
3 N/A 169
4 N/A 10,298
6 N/A 9,388
8 N/A 5,474

Arizona-American Water Company
Mohave Water Div is ion
Docket  No.  W-01303A-08-0227
Page 6

Well Data (Lake Mohave System)

Active Drinking Water Wells

Inactive Well

Active Storage, Pumping

Distribution Mains



Location Structure or equipment Capacity
Well Site (29010 Den Vista Dr., Bullhead

city)

Booster Pumps Three 15-HP
One 25-HP

Storage Tank s Two 500,000 gal
Pressure Tanks One 5,000 gal

Terrances Booster Pump .Station Site
(11046 Desert Canyon Dr., Bullhead

City)

Booster Pumps two 10-HP
One 40-HP

Pressure Tanks One 5,000 gal

Diameter inches) Matedal Length feet)
6 N/A 10,167
8 N/A 42,422
10 N/A 1,998
12 N/A 6,599

Size (inches) Quantity

%x% 1,034
% 2
1 4
2 5

Size (inches) Qllamiiy

%x% 119
1 1

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
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Active Storage, Pumping

DistributionMains

Meters

(6) Rio Vista Svstem (PWS #08-333)

The Rio Vista System is a consecutive water system with water purchased from the Bermuda
Water Company (PWS #08-063).

Plant Data (Rio Vista System)

Meters



Monitoring - 6 wells
(Tests per 3 years,un1ess
noted.)

Cost per test
No. of tests
per three
year period

Total cost
per three
year period

Annual Cost

Bacteriological - monthly $20 1,440 $28,800 $9,600

Customer requested back $201 0 0 $132

Customer requested I-IPC 0 0 0

Inorganics - Priority
Pollutants
Radiochemical - (1/ 3 yr)
Gross Alpha

Arizona-American Water Company
MohaveWater Division
Docket No. W-01303A-08-0227
Page 9

c. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIQRNMENTAL QUALITY ("A1>EQ">

ADEQ has determined that all systems in Mohave Water District are currently in full compliance
with its requirements ADEQ also determined that Bermuda Water Company is currently in full
compliance with its requirements.2 ADEQ further stated that the Mohave Water District systems
and the Bermuda Water system are currently delivering water that meet water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4.

D. ARIZONA CORPORATION COMMISSION (s¢ACC19) COMPLIANCE

A check with the Utilities Division Compliance Section showed no delinquent compliance items.

E. ARIZONA DEPARTMENT OF WATER RESOURCES (¢£ADWR97) COMPLIANCE

The Mohave Water Dis tr i ct  i s  not in an ADWR Active Management Area  ("AMA").  Staff
received a Compliance Status Report from ADWR for all systems in the Mohave Water District.3
In its reports ADWR stated that all water systems in the Mohave Water are in compliance with
its requirements governing water providers .

F. WATER TESTING EXPENSES

(1) Bullhead Citv System

The Company's estimated annual water testing expense for the Bullhead City System (PWS #08-
032) is $11,087. Staff concludes that this estimate is reasonable. Therefore, Staff recommends
water testing expenses be adjusted for purposes of this rate case to the Company's estimated
annual expense amount of $11,087. (See Table l below.)

Table 1 Water Testing Cost (Bullhead City System - PWS #08-032)

x ADEQ correspondence dated April 9, 2008.
2 ADEQ correspondence dated February 12, 2008.
3 ADWR correspondence dated August 13, 2008 and October 20, 2008.



Uranium
Radium 228
Radium 226

$60
$165
$110
$75

6
6
6
6

$360
$990
$660
$450

$120
$330
$220
$150

Phase II and V:

IOC's* 6

SOC's* 12

VOC's* 6

Dioxin $500 4 $2,000 $667

Nitrites* per 9 yrs 6

Nitrates - annual*

Asbestos - per 9 years* 6

Lead & Copper -Triennial* 30

TRI-Ir/HHAs -annual* 18

Maximum chlorine residual

1̀eve1s

MAP fees (annual)
Arsenic*, **

Total $11,087

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 10

* Assumes testing will be done in the Company's Lab in Belleville.
** To comply with ADEQ requirement, the Company has to conduct quarterly arsenic testing at

each well site and ADEQ designed sampling points aka Points Of Entry.

(2) Camp Mohave System_ Lake Mohave Svstem and Desert Foothills System

A11 three systems, the Camp Mohave System (PWS #08-037), the Lake Mohave System (PWS
#08-062), and the Desert Foothills System (PWS #08-137) are subject to mandatory participation
in the ADEQ Monitoring Assistance Program ("MAP"). The estimated annual test costs were
based on combined systems. Staff calculated the testing costs based on the following
assumptions:

1. MAP will do baseline testing on everything except copper, lead, bacteria and
'disinfection by-products.

ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring
costs are estimated for a 3-year compliance period and then presented as a pro
forma expense on an annualized basis.

2 .

3 . The estimated water testing expenses represent a minimum cost based on no
"hits" other than lead and copper, and assume compositing of well samples. If
any constituents were found, then the testing costs would dramatically increase.



Cost
per
test

(5)

No. of tests per
three year period

Total cost per three
year period Annual Cost

PWS # 08-xxx 037 062 137 037 062 137 037 062 137 Total
Bacteriological .-
monthly 20 36 36 108 720 720 2,16o 240 240 720 1,200

Inorganics - Priority
Pollutants 300 MAP MAP MAP MAP MAP MAP MAP

Radiochemical - (l/4 yr) 60 MAP MAP MAP MAP MAP MAP MAP

Phase II and V:

IOC's*, SOC's*,
VOC's* 2,805

6 MAP
MAP MAP MAP MAP MAP MAP

Nitrites* 20 6 MAP MAP MAP MAP MAP MAP MAP

Nitrates - annual * 40 3 12 3 MAP MAP MAP MAP MAP MAP MAP

Asbestos - per 9 years * 180 I 2% 1 MAP MAP MAP MAP MAP MAP MAP

Lead & Copper -
Triennial* 0 15 30 30 0 0 0 0 0 0 0

TFHM/HHAs - per 3
years * 0 3 1 l 0 0 0 0 0 0 0

Maximum chlorine
residual levels 0 36 36 36 0 0 0 0 0 0 0

MAP fees (annual) 501. " 954.'" 21884.25 44340.28

Total 741. " 1,194."' 3,604.25 5,540.28

Arizona-American W ater Company
Mohave W ater Divis ion
Docket No. W -01303A-08-0227
Page 11

Table 2 shows the estimated annual monitoring expense, based on participation in the MAP
program. Water testing expenses should be adjusted to the annual expense amount of $5,540
shown in Table 2.

Table 2 Water Testing Cost (Camp Mohave (PWS #08-037), Lake Mohave (PWS #08-062)
& Desert Foothills (PWS #08-137))

Notes: Notes:
* The test will be done in the Company's Lab in Belleville.

(3) Arizona Gateway Svstem & Rio Vista System

Because the Arizona Gateway System (PWS #08-163) is a semi-public system and the Rio Vista
System (PWS #08-333) is a consecutive water system, both systems are exempt from
participating in the MAP program. The Company only monitors biological bacteria for these
two systems. The Company's estimated annual water testing expenses for Arizona Gateway
System and Rio Vista System are $480. Staff concludes that this estimate is reasonable.
Therefore, Staff recommends water testing expenses be adjusted for purposes of this rate case to
the Company's estimated annual expense amount of $480. (See Table 3 below.)



Cost per
test ($)

No. of tests per
three year period

Total cost per three
year period

Annual Cost

PWS # 08-xxx 333 163 037 062 037 062 Total

Bacteriological -
monthly

20 36 36 720 720 240 240 480

Lead & Copper -
Triennial*

0 0 0 0 0 0 0 0

TTHM/HHAs - per 3
years * 0 0 0 0 0 0 0 0

Maximum chlorine
residual levels 0 0 0 0 0 0

MAP fees (annual) N/A N/A N /A

Total 480

Arizona~American W ater Company
Mohave W ater Divis ion
Docket No. W -01303A-08-0227
Page 12

Table 3 Water Testing Cost (Arizona Gateway (PWS #08-163) & Rio Vista (PWS #08-333))

Notes: Notes:
* The test will be done in the Company's Lab in Belleville.

The total estimated annual water quality testing costs for the Mohave Water District is $17,107.

G. WATER USAGE

Figures 4A through 4F are graphs that show water consumption data in gallons per day ("GPD")
per customer for Mohave System, Camp Mohave System, Lake Mohave System, Desert
Foothills System, Arizona Gateway System and Rio Vista System for the test year period of
January 2007 through December 2007.

1. Water Sold

Based on information provided by the Mohave Water District, water use for the test year is
presented in the Table below and in Figure 4.



System Name Bullhead
City

Camp
Mohave

Lake
Mohave

Desert
Foothills

Arizona
Gateway

Rio Vista

High usage
month

July 2007 July 2007 September
2007

September
2007

December 2007 November 2007

Average daily
flow in high
usage month
(in GPD)

447 951 364 826 14,403 501

Low usage
month

January
2007

January
2007

February
2007

February
2007

March
2007

December
2007

Average daily
flow in low
usage month
(in GPD)

296 411 210 443 2,718 227

Annual
average daily
flow (in GPD)

356 754 294 622 5,795 387

System
Name

Bullhead
City

Camp
Mohave

Lake
Mohave

Desert
Foothills

Arizona
Gateway

Rio Vista

Water
Loss (%)

14.39 2.52 1.42 7.55 2.19 0.00

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
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2. Lost Water

Lost water should be 10 percent or less and never more Dian 15 percent. It is important to be
able to reconcile the difference between water sold and the water produced by the source. A
water balance will allow a water company to identify water and revenue losses due to leakage,
ire lighting, and flushing. Lost water percentages for each system in the Mohave Water District
are listed in the Table below:

Lost water for all systems except Bullhead City System in the Mohave Water District were
within acceptable limits during the test year. Lost water for Bullhead City System was
calculated to be 14.39 percent which exceeds acceptable limits.

Staff recommends that the Company reduce its water loss to 10 percent or less in the Bullhead
City System by December 31, 2010, or before it files its next rate increase application and/or
CC&N application and/or f inancing application, whichever comes f irst. Staff further
recommends that the Company begin water loss monitoring and take action to ensure water loss
is reduced to 10 percent or less immediately. If the water loss for a twelve month period prior to
December 31, 2010, is greater than 10 percent, the Company must come up with a plan to reduce
water loss to 10 percent or less, or prepare a report containing a detailed analysis and explanation
demonstrating why a water loss reduction to 10 percent or less is not feasible or cost effective.
Such a report shall be docketed in this case.



Year Nos. of Customers
2002 13,637 Reported

2003 13,716 Reported

2004 14,495 Reported

2005 15,427 Reported

2006 16,013 Reported
2007 15,822 Reported

2008 16,726 Estimated

2009 17,262 Estimated

2010 17,798 Estimated

2011 18,333 Estimated

2012 18,869 Estimated

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 14

H. GROWTH

Figure 5 shows customer growth based on the service connection data contained in the
Companyts annual reports. The number of customers increased Bam 13,637 at the end of 2002
to 15,822 by the end of 2007, with an average growth rate of 535 customers per year Nom 2002
to 2007. Based on the linear regression analysis, Staff estimates that the Company could have
over 18,800 customers by the end of 2012. The following table summarizes Staffs projected
growth.

Table 4 Actual and Projected Growth

1. DEPRECIATION RATES

Decision No. 67093 (dated June 30, 2004) approved the depreciation rates used by Mohave
Water District in this rate proceeding except that the Company reorganized the authorized rates
utilizing die National Association of Regulatory Commissioners' ("NARUC") latest plant
account matrix as presented in Figure 6.

The Company proposed a 25 percent depreciation rate for its heavy duty trucks but provided no
specific justification for this accelerated depreciation rate. Staff believes that a 15 percent
depreciation rate is more appropriate since heavy duty trucks usually have a useful life of at least
6 to 7 years.

Staff recommends the depreciation rates presented in Figure 6 by NARUC account.

J. OTHER ISSUES

1. Service Line and Meter Installation Charges

The Company proposes maintaining its current meter and service line installation charges that
are within Staffs experience of what are reasonable and customary charges. Staff does not
object to the Company's proposal. Staff recommends Continued use of the existing service line

J

1



Meter Size Current
Meter

Charges

Current service
Line Installation

Charge

Staff
Recommended

(meter installation
charge)

Staff
Recommended
(Service Line

installation charge)

Stair*
Recommended

total charges

5/8 x 3/4-inch $130 $370 $130 $370 $500

3/4-inch $205 $370 $205 $370 $575

1-inch $240 $420 $240 $420 $660

1 %-inch $450 $450 $450 $450 $900

2-inch
(Turbo)

$945 $580 $945 $580 $1,975

I |

2-jnch
(Co fund

$1,640 $580 $1,640 $580 $2,220

3-inch
(Turbo)

$1,420 $745 $1,420 $745 $2,165

l

3-inch
(Co fund

$2,195 $465 $2,195 $465 $2,660

4-inch
(Turbo)

$2,270 $1,090 $2270 $1,090 $3,360

4-iI1ch
(Compound

$3,145 $1,120 $3,145 $1,120 $4,265

6-inch
(Turbo)

$4,425 $1,610 $4,425 $1,610 $6,035

6-inch
(Compound

$6,120 $1,630 $6,120 $1,630 $7,750

Over 6-inch Actual Cost Actual Cost Actual Cost

Arizona-American Water Company
MohaVe Water Division
Docket No. w-01303A-08-0227
Page 15

and meter installation charges as listed under the columns labeled "Staff Recommended" in
Table 5 below.

Table 5 Service Line and Meter Installation Charges Mohave Water District)

I

2. Curtailment Taryn

The Company has an approved Curtailment Tariff

3 . Cross Connection & Backflow Tars

The Company has an approved Cross Connection & Backflow Tariff



Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
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4. Post Test Year Plant

(a ) The 0.25 MG Storage Tank

The Company has requested that a 0.25 MG storage tank (also called Big Bend Acres Tank) be
included in rate base. Construction of this storage tank was not complete and it was not in-
service at the time of Staffs inspection.4

'ADEQ issued a Partial Engineer's Ceztiticate of Completion for this project on November 26, 2008.

l



Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
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FIGURE 1

LOCATION OF MOHAVE WATER DISTRICT

o



zonal w zauzow

I

I

I

1s11:1nn1

811d11 Vin"
Utilities ¢°"»lll"r

'E'
1a||21 n 1lII20W

. . .  Kg

;¢ .

.g  v

4
.
.

.~

wuhwvulq HuNr 444191 lam.

34. Laguna Evil!!! *lIllf mlln* Ina,4,9
17|1z1 w 11uzaw

Fun MaNn- ;h Tfiln
»\
a14'»

1.»
14

9

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 19

FIGURE 2

MOHAVE WATER DISTRICT CERTIFICATED AREA
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10-21-08Arizona American Water Co. Mohave Water District

Bullhead City System (PWS #08-0J2)
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FIGURE PA

MOHAVE WATER DISTRICT SYSTEMATIC DIAGRAM
FOR EXISTING SYSTEMS (BULLHEAD CITY SYSTEM)



10-21-08Arizona American Water Co. Mohave Water District
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FIGURE CB

MOHAVE WATER DISTRICT SYSTEMATIC DIAGRAM (BULLHEAD CITY
SYSTEM)
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Bullhead City System (PWS #08-032)
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FIGURE AC

MOI-IAVE WATER DISTRICT SYSTEMATIC DIAGRAM (BULLHEA.D CITY
SYSTEM)



I0-Z1-08Arizona American Water Co. Mohave Water District

Bulmnu (my System (rws #as-oaz)

an
m

E
It
¢~4.-

> mstomefs

Upper Zone Tank Site

> l

I

Mountain V»ew Booster Pump Station Site

70 gal plenum
ink

n

I I

Two 20-HP boosts pumps

lB,000 gal
Storage tank

(24'-H)

| I
I I

Bull a Ci!! Well #4 (DWR u55-
603479) sao' well 4¢p¢h~ DO sum. l2"
ndng, MG is discnnnectd &
lhandnned)

Bullhead G!! Well #5 SiteBullhead GW Well us (DWR #556;3477)

an1x=a in 1975. 450' well d=p=h_ sec rpm, 12"
wihr. 40~HPUP injeuioa

1 1 IIQ19
Sit: & Plane had
been 1bamioned.

River Bead Well (DWR »55680415)
zoo' well d=I=d~ 112 rpm, 16"u.in1, 25-HP

I I

5,000511
pressure tank

au 29

Yu

sullhua Cry Well in (DWR n55649479
157' well do=¢I~ pa nm. 12" ming, a-Hr

wI I
l I

Stu 8: Plan! ha been ablndund.

Rivzrin Well (DWR a5-6m474)
drilled in 1959, loT well d:pllg450
gm, la" ndng, I8-HP

6"n1d::'I | | I

Si!! a Pl11l had been abandunul.

80,000 gal
Stung: link

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
Page 23

FIGURE 3D

MOHAVE WATER DISTRICT SYSTEMATIC DIAGRAM (BULLHEAD CITY
SYSTEM)
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FIGURE BE

MOI-IAVE WATER DISTRICT SYSTEMATIC DIAGRAM (CAMP MOHAVE SYSTEM
& ARIZONA GATEWAY SYSTEM)
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FIGURE OF

MOHAVE WATER DISTRICT SYSTEMATIC DIAGRAM (DESERT FOOTHILLS
SYSTEM & RIO VISTA SYSTEM)
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Arizona American Water Co. Mohave Water District
Mohave System PWS #08-032) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4A

MOHAVE WATER DISTRICT WATER USAGE (BULLHEAD CITY SYSTEM)
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FIGURE 4B

MOHAVE WATER DISTRICT WATER USAGE (CAMP MOHAVE SYSTEM)

Arizona American Water Co. Mohave Water District
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950-

750

850

650

550-

450

During Test Year (Jan 2007 - Dec 2007)

9

, 8.81

44-1
i

.,..

5
5

350 " I

Jan Mar May Jul Sep Nov
I I I

r

I

Month

I

b

I

p

I I I I I



Arizona American Water Co. Mohave Water District
(Lake Mohave System PWS #08-062) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4C

MOHAVE WATER DISTRICT WATER USAGE (LAKE MOHAVE SYSTEM)



Arizona American Water Co. Mohave Water District
(Desert Foothills System PWS #08-137) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4D

MOHAVE WATER DISTRICT WATER USAGE (DESERT FOOTHILLS SYSTEM)



Arizona American Water Co. Mohave Water District
(Az Gateway System PWS #08-163) Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4E

MOHAVE WATER DISTRICT WATER USAGE (ARIZONA GATEWAY SYSTEM)
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FIGURE 4F

MOHAVE WATER DISTRICT WATER USAGE (RIO VISTA SYSTENI)



Actual & Projected Growth In Arizona American Water
Company MohaveWater District CC&N Area
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FIGURE 5

GRO H IN MOHAVE WATER DISTRICT



NARUC
Acct #

Company's
Account #.

Depreciable Iiiant Decision
#69440

Rate (%)
SUD. City

WestWater
proposed

Staff
Recomme
need Rate

(%)

301 301000 Organization 0 0 0

302 302000 Franchises 0 Q 0

303
303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0

304
304100
304200
304300
304400
304510

304600
304700

304800 Illmovement Misc

Structures & Improvements
Structure 81: Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG Cap
Lease
Structure & Improvement office
Structure & Improvement Store, Shop,
Garage
Structure &

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

305 305000 Collection & Impounding reservoirs 2.54 2.54 2.54

307 307000 Wells & Springs 2.70 2.70 2.70

310 310100 Power Generation Equip Other N/A 0.00 5.00

311
311200
311300
311500 I

I I

Pumping Equipment
Pinup Equipment Electric
Pump Equipment Diesel

Equipment Other

5.12
N/A
N/A

5.12
0.00
0.00

5.12
5.00
5.00

320

320.3

320100

N/A

Water Treatment
Water Treatment Equipment Non-
Media
Chemical Solution Feeders

12.00
N/A

12.00
N/A

5.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tank

1.81
N/A
N/A

1.81
N/A
N/A

1.81
1.81
5.00

331
331001
331100
331200
331300

332000

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

2.61
2.61
2.61
2.61
N/A
N/A

2.61
2.61
2.61
2.61
N/A
N/A

1.53
1.53
1.53
1.53
2.00
2.00

333 333000 Services 5.41 5.41 2.89

334 Meters

Arizona-American Water Company
Mohave Water Division
Docket No. W-01303A-08-0227
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FIGURE 6
DEPRECIATION R.ATES FOR WATER SYSTEMS (Mohave Water District)



334100
334200

Meters
Meter installations

6.53
6.53

6.53
6.53

6.53
6.53

335 335000 Hydrants 1.99 1.99 1.99

336 N/A Backflow Prevention Devices N/A N/A 6.67

339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

N/A
0
0

0
0

340
340100
340200
340300 I

Office Furniture & Equipments
Computer & perish equipment
Co user software

4.04
4.04

37.71

4.04
4.04
37.71

4.04
15.59

25

341
341100
341200

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Tnlcks

25.00

N/A

25.00

25.00

22.00

15.00

342 342000 Store Equipments 3.93 3.93 3.93

343 343000 Tools Shop & Garage Equipments 11.70 11.70 4.49

344 344000 Lab equipments 3.30 3.30 10.00

345 345000 Power operated equipments 13.90 13.90 4.64

346
346100
346200
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip telephone
Communication Equip Other

3.66
9.76
6.19

3.66
9.76
6.19

3.66
9.76
6_19

Arizona-American Water Company
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ENGINEERING REPORT FOR ARIZONA-AMERICAN-WATER COMPANY, inc

PARADISE VALLEY WATER DISTRICT

BY DOROTHY HAINS

JANUARY 9. 2009
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Engineering Report
For Arizona-American Water
Company's Paradise Valley Water
.District
Docket No. W-01303A-08-0227
(Rate Increase Application)

1
By Dorothy Hair s

January 9, 2009

EXECUTIVE SUMMARY

Recommendations'

Staff recommends the depreciation rates for Arizona American Company's Paradise
Valley District ("Paradise Valley") presented in Figure 6 by National Association of
Regulatory Commissioners' ("NARUC") account. (See § I of report for discussion and
details.).

II. Staff recommends approval of separate meter and service line installation charges as
shown under the Staff Recommended columns in Table 4. (See § J of report for
discussion and details.)

111. Staff recommends annual water testing expense for Paradise Valley be adjusted to the
annual expense amount of $2,033. (See § F of report for discussion and details.)

Iv. Paradise Valley Water has 9.59% lost water which is within acceptable limits. Staff
recommends that the Company monitor the water system closely and take action to
ensure that lose of water remains less than 10%in the future. If the water loss at any time
before the next rate case is greater than 10%, the Company shall come up with a plan to
reduce loss water to less than 10%, or prepare a report containing a detailed analysis and
explanation demonstrating why a water loss reduction to l0%or less is not feasible or
cost effective. Such a report shall be docketed in this case. (See § G of report for
discussion and details.)

Conclusions :

1.

1. Maricopa County Environmental Services Department ("MCESD") has determined that
Parad i se  Va l l ey  i s  cu rrent l y  in compl i ance  w i th i ts  requ i rements  and i s  cu rrent l y
delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4. (See § C for a discussion and details.)



Paradise Valley is within the Phoenix Active Management Area and is in compliance
with the Arizona Department of Water Resource ("ADWR") monitoring and reporting
rules. (See § E of report for discussion and details.)

Paradise Valley Water has an approved cross connection tariff and an approved
curtailment tariff (See § J of report for discussion and details.)

W. Paradise Valley has adequate well production and storage capacity. (See § B of report for
discussion and details.)

The Trichloroethylene ("TCE") contaminated well, PCX-1 well has been disconnected
from Miller Road TCE treatment plant since May 2008. (See § I of report for discussion
and details.)

Staff concludes that the Well No. 12 project is not used and useful plant for purposes of
thiscase. (See § J of report for discussion and details.)

H.

HI.

VI.

v.

VII. A check with the Utilities Division Compliance Section showed Paradise Valley has no
outstanding compliance issues. (See § D of report for discussion and details.)
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Well # ADWR No. Year
Drilled

Casing
Size

(inches)

Well
Depth
(feet)

Well
Meter
Size

(inches)

Pump

(HP)

Pump
Yield

(GPM)

Location

11 55-624805 1995 Varies
from

20 - 16

1,396 12 300 1,800 Paradise Valley
Treatment Plant

("TP") (Cattlerack
Rd and Lincoln

Rd)
12 55-624806 1962 Varies

from
24 - 20

1,301 12 300 1,800 PV TP

14 55-624807 1965 Varies
from 20

- 8

1,743 10 400 2,100 Miller Road (near
Trichloroethylene

("TCE") TP.

15 55-624808 1969 Varies
from

20 18 -
6

1,430 10 400 2,300 Miller Road (near
TCE TP) .

16 55-624809 1980 18 1,500 18 400 2,200 Cattlerack Rd
(north of PV TP)

17 55-537967 1993 20 1,100 12 400 2,400 Lincoln Dr (north
of Cattlerack Rd)
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A. LOCATION OF CDMPANY

Arizona American .... Paradise Valley Water District ("Paradise Valley" or "Company") serves
approximately 4,750 customers 'm the Town of Paradise Valley, the City of Scottsdale and the
City of Phoenix in Maricopa County. Figure 1 describes the location of the Company within
Maricopa County, and Figure 2 describes the CC&N area of Paradise Valley.

B. DESCRIPTION OF THE WATER SYSTEM

The plant facilities were visited on August 14, 2008, by Dorodiy Hains, Utilities Engineer,
accompanied by the Company's representatives, Paul Steve Luhinger, (Company's Operation
Supervisor) and Michael Helton (Arizona-American Water's Production Superintendent).

System Analysis

Paradise Valley consists of ten drinldng water wells that are capable of producing a total flow of
12,100 gallons per minute ("GPM"), a 21.3 million gallons per day ("MGD") arsenic treatment
plant ("ATP") and 4 .89 mi l l ion gal lons ("MG") of storage capaci ty. The water system has
adequate storage and well production. Figures PA, CB, AC and 3D provide a process schematic
showing both the active and inactive components of the water system.

Well Data
Active Drinking Water Wells



ITreatmenT e Size (in MGD) Location
TCE Removal Plant Air strip N/A Miller Rd (near TCE TP).
Arsenic Removal Plant Coagulation/Filtration 21.3 PV TP

Location Structure or equipment Capacity
Miller Road near TCE TP) I llsBooster P Three 125-HP

Storage Talnk uOne 485,000 gallon under fund tank
Pressure Tanks Two 10,000 gal

PV TP (CaMerack Rd ) BoosterPumps FOIJI400-HP
Two 600-I-IP

Storage Tanks Two 1,500,000 gal

60"' Street Tank Site Storage tank 200,000 gal

Club Estates Booster Pump Station
("BPS") site

Booster Pumps Two 10-HP

Club Estates Tank/ Glen Dr
Booster Pump Station Site

Storage tank 30,000 gal

Booster Punnps Two 1%-HP
One 3-HP

Pressure Tanks One 500 gal

Stone Canyon BPS Site Booster Pumps Two 40-HP

Stone Canyon Tank Site Storage tank 95,000 gal

Country Club BPS Booster Pumps Four 30-HP

Country Club Take Site Storage tank One 360,000 gal
One 500,000 gal

Racquet Club Tanny Site Storage tank 100,000 gal

Clearwater Hills BPS #1 Site Booster Pumps Three 60-Hp

Clearwater Hills Tank #2 Site Storage tank 100,000 gal

Clearwater Hills BPS #3 Site Booster Pumps Two 10-HP

Pressure Tanks One 500 gal

Clearwater Hills Tank #3 Site Storage tank 22,000 gal

Arizona-American Water Company
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Water Treatment Plant

Active Storage, Pumping



Diameter inches Material feetLen' I
4 Various 102,519
6 Various 298,197
8 Various 122,340
10 Various 2,800
12 Various 54,449
16 Various 42,841
20 Various 2,804
24 Various 13,123

undetermined Various 1,122

Size (inches) Quantity

%x% 2,358
M 30
1 2,031

1% 145
2 305
3 24
4 2
6 5
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Distribution Mains

Meters

c. MARICOPA COUNTY
("MCESD") COMPLIANCE

ENVIRONMENTAL SERVICES DEPARTMENT

Based on a memorandum dated March 8, 2008, MCESD has determined that Paradise Valley is
currently in compliance with its requirements and is currently delivering water that meets water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

D. ARIZONA CORPORATION COMMISSION (uAccv) COMPLIANCE

A check with the Utilities Division Compliance Section showed no delinquent compliance
issues.

E. ARIZONA DEPARTMENT OF WATER RESOURCES ("ADWRQQ) COMPLIANCE

Paradise Valley is in ADWR's Phoenix Active Management Area ("AMA"). Staff received a
Compliance Status Report from ADWR related to Paradise Valley on June 20, 2008. In its
report ADWR stated that Paradise Valley is in compliance with its requirements governing water
providers.



Monitoring - 6 wells
(Tests per 3 years, unless
noted.)

Cost per test
No. of tests
per three
.year .period

Total cost
per three
year period

Annual Cost

Bacteriological - monthly $11 360 $3960 $1,320

Customer requested back $11 36 $396 $132

Customer requested HPC $35 9 $315 $105

Inorganics .- Priority
Pollutants

Radiochemical - (1/3 yr)
Gross Alpha
Uranium
Radium 228
Radium 226

$60
$140
$130
$100

1

1

1

1

$60
$140
$130
$100

$20
$47
$43
$33

Phase II and V:

IOC's* 1

SOC's* 1

VOC's* 12

Diozdn $500 2 $1000 $333

Nitrites* per 9 yrs 12

Nitrates - annual* 24

Asbestos -- per 9 years* 1

Lead & Copper -Triennial* 30

TTHM/H]-IAs -annual* 12

Maximum chlorine residual
levels

MAP fees (annual)

Arsenic*, **

Total $2,033

Arizona-American Water Company
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F. WATER TESTING EXPENSES

The Company's estimated annual water testing expense is $2,033. Staff concludes that this
estimate is reasonable. Therefore, Staff recommends water testing expenses be adjusted for
purposes of this rate case to the Company's estimated annual expense amount of $2,033. (See
Table 1.)

Table 1 Water Testing Cost (Paradise Valley District- PWS #07-056)
|

I

i

*  Assumes te s t ing  wi l l  be  done  in  the  Company 's  Lab in Be l l ev i l l e .
** To comply  wi th ADEQ requirement,  the  Company has to conduct quarter ly  arsenic  test ing at

each wel l  s i te  and ADEQ designed sampl ing points aka Points Of Entry .



Year Nos. of Customers

2002 4,684 Reported

2003 4,658 •R outed

2004 4,695 Reported

2005 4,719 Reported

2006 4,726 Reported

2007 4,750 Reported

Arizona-American Water Company
Paradise Valley Water Division
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G. WATER USAGE

Figure 4 is a graph that shows water consumption data in gallons per day ("GPD") per customer
for the system for the test year period of January 2007 through December 2007

1. Water Sold

Based on information provided by the Paradise Valley Water, water use for the year 2007 is
presented in Figure 4. The high monthly water use was 2,625 GPD per connection in July, and
the low monthly water use was 1,037 GPD per connection in February. The average annual use
was 1,767 GPD per connection

2. Lost Water

Lost water loss should be 10% or less and never more than 159 It is important to be able to
reconcile the difference between water sold and the water produced by the source. A water
balance will allow a water company to identify water and revenue losses due to leakage, fire
Fighting, theft, and flushing. Lost water for Paradise Valley Water was calculated to be 9.59%
which is within acceptable limits

Staff recommends that the Company monitor the water system closely and take action to ensure
that water loss remains less than 10% in the flltLlre. If the water loss at any time before the next
rate case is greater than 10%, the Company shall come up with a plan to reduce water loss to less
than 10%, or prepare a report containing a detailed analysis and explanation demonstrating why
a water loss reduction to 10% or less is not feasible or cost effective. Such a report shall be
docketed in this case

H. GRO H

Figure 5 shows customer growth based on the service connection data contained in the
Company's annual reports, the number of customers increased from 4,684 at the end of 2002 to
4,750 by the end of 2007, with an average growth rate of 14 customers per year. Based on the
linear regression analysis, Staff estimates that the Company could have over 4,800 customers by
the end of 2012. The following table summarizes Staff's projected growth

Table 2 Actual and Projected Growth



2008 4,754 Estimated

2009 4,769 Estimated

2010 4,783 Estimated

2011 4,798 Estimated

2012 4,812 Estimated

Arizona-American Water Company
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1. DEPRECIATION RATES

Decision No. 68858 (dated August 1, 2006) approved the depreciation rates used by Paradise
Valley in this rate proceeding except that the Company reorganized the authorized rates utilizing
the National Association of Regulatory Commissioners' ("NARUC") latest plant account matrix
as presented in Figure 6.

The Company proposed a 25% depreciation rate for its heavy duty trucks but provided no
specific justification for this accelerated depreciation rate. Staff believes that a 15% depreciation
rate is more appropriate since heavy duty trucks usually have a useful life of at least 6 to 7 years.

The Company also proposed a 37.71% depreciation rate for its computer software but provided
no specific justification for this accelerated depreciation rate. Staff typically recommends a 25%
depreciation rate and without having specific justification to do otherwise will recommend the
typical 25% rate in this case.

The Company also proposed a 14.59% depreciation rate for its Structure & Improvement Source
Supply but provided no specific justification for this accelerated depreciation rate. Staff
typically recommends a 2.5% depreciation rate and without having specific justification to do
otherwise will recommend the typical 2.5% rate in this case.

Staff recommends the depreciation rates presented in Figure 6 by NARUC account.

J. OTHERS

1. Service Line and Meter Installation Charges

~

The Company requested that meter and service line installation charges for all size meters be
determined on an individual case basis. Staff is recommending specific charges for meters
smaller than 3-inch and actual costs for 3-inch meters and larger. Staff recommends approval of
separate meter and seMce line installation charges as shown under die column headings "Staff
Recommended" in Table 4 for meter sizes smaller than 3-inches. Since the Company may at
times install meters on existing service lines, it would be appropriate for some customers to only
be charged for the meter installation. Therefore, separate service line and meter charges have
been developed by Staff which Staff recommends be adopted in this case.



Meter Size Current
Charges)

Proposed
Charges

Staff
Recommendation

((Service Line)

Staff
Recommendation
(meter installation)

Staff
Recommendation

total charges

5/8 x 374-
inch

$480 Actual Cost $2145 $155 $606

3/4-inch $560 Actual Cost $445 $255 $700

1-inch $650 Actual Cost $495 $315 $810

1 %-inch $895 Actual Cost $550 $525 $1,075

2-inch) $1,555 Actual Cost $830 $1,045 $1,875

3-inch $2,235 Actual Cost Actual Cost Actual Cost Actual Cost

4-inch $3,440 Actual Cost Actual Cost Actual Cost Actual Cost

6-inch $6,195 Actual Cost Actual Cost Actual Cost Actual Cost

Over 6-inch Actual Cost Actual Cost Actual Cost

Arizona-American Water Company
Paradise Valley Water Division
Docket No. W-01303A-08_0227
Page 7

Table 3 Service Line and Meter Installation Charges (PV)

2. Curtailment Tars

The Company has an approved curtailment tariff

3 . Cross Connection & Backflow Tars

The Company has an approved Cross Connection & Backflow Tariff.

4. Arsenic Treatment Plant

In 2006 to comply with the new arsenic standard, the Company began its arsenic treatment plant
installation in order to remove arsenic in the water supply. The 21.3 MGD treatment plant was
completed and has been in operation since 2007 .

5. Trichloroethylene ("TCE")

In the winter of 2007, the Company experienced an equipment malfunction in its Miller Road
TCE treatment plant which caused TCE levels to exceed the maximum contaminant level
("MCL") at the treatment plant discharge pointl. In May 2008, MCDES issued an approval to
allow the Company to disconnect the TCE contaminated wells (PCX-1 well) Horn the Paradise
Valley water system and the Miller Road treatment plant. During its site inspection Staff noted

l When the final treated water leaves the TCE treairnent plant before it flows tO the Company's distribution mains,
the Company monitors and reports TCE levels 'm the water.
1 Previously the Company had operated the TCE contaminated well, PCX-1 which is owned by Motorola.
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that this discormection work had been completed at the Miller Road treatment plant and one of
dorree air stripping towers was no longer in operation.

6. Well No. 12 Replacement

During its site inspection, Staff noted that construction of the proposed Well No. 12 had not
commenced. Therefore, Staff concludes that the Well No. 12 project is not used and useful plant
for purposes of this case.

Z Phase III of Fire Flow Project

The Phase III of fire How project provided for the installation of fire flow mains on McDowell
Road between Scottsdale Road and Cattlerack Road. During its site inspection, Staff noted that
this project had been completed. Also, MCDES issued a Certificate of Approval of Construction
for this project on October 29, 2008.

8. Well No. 1 Rehabilitation Project

During its site inspection, Staff noted that construction of the proposed Well No. 17 had been
completed and it was in service.
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FIGURES
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FIGURE 1

PARADISE VALLEY WATER DIVISION CERTIFICATED AREA
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8-20-08 Arizona-America Water Co. Paradise Valley Water District

(PWS #07-056)

Miller Rd TCE TP
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FIGURE PA

PARADISE VALLEY WATER DIVISION SYSTEMATIC DIAGRAM
FOR EXISTING SYSTEMS



8-20-08 Arizona-America Water Co. Paradise Valley Water District

(PWS #07-056) well pcx-1 (Not owned by Az-Am

z
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PCX-l disconnected from die  Paradise Valley System in early2008.

Paradise Valley Well ll 8:
Well 12 & ATP Site

TCE (gas fcnn) dis4:harg4 to airWell #14

/ \
We! #15 (drilled in 1969)
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1,430' deep, 20'-18'-6" casing,
400-1-IP, 2,300 rpm

I
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I

Miller Road TCE Treatment Plant Site
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(underground)I
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FIGURE CB

PARADISE VALLEY WATER DIVISION SYSTEMATIC DIAGRAM



8-20-08 Arizona-America Water Co. Paradise Valley Water District
(PWS #07-056)
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FIGURE AC

PAR.ADISE VALLEY WATER DIVISION SYSTEMATIC DIAGRAM
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8-20-08 Arizona-America Water Co. Paradise Valley Water District
(PWS #07-056)
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FIGURE 3D

PARADISE VALLEY WATER DIVISION SYSTEMATIC DIAGR.AM
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Well #ll& Well #12 & ATP Sill

Arizona-America Water Co. Paradise Valley Water District
(WS #07-056)
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FIGURE 3E

PAR.ADISE VALLEY WATER DIVISION SYSTEMATIC DIAGRAM

l
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FIGURE 4

PARADISE VALLEY WATER DIVISION WATER USAGE
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FIGURE 5

GROWTH IN PARADISE VALLEY WATER DIVISION
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision #
68858

Rate (%j
proposed

Staff
Recommend

dad Rate

(%)

301 301000 Organization 0 0 I0

302 302000 Franchises 0 0
I

0

303
303200
303300
303500
303600

Land & LandRights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

I

0

304
304100
304200
304300
304400
304500
304600
304700

304800 1111rovernent Misc

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG
Structure & Improvement office
Structure & Improvement store, shop,
garage
S01_1C'[u1'¢ &

14.59
3.99
2.00
1.50
4.63
4.63

4.63
4.63

14.59
3.99
2.00
1.50
3.99
0.00

3.99
3.99

i

i
I
i

I

2.50
3.99
2.00
1.50
3.99
0.00

3.99
3.99

307 307000 Wells & Springs 2.48 2.48 2.48

310 310100 Power Generation Equip Other N/A 4.39 4.39

311
311200
311300. I ll

Pumping Equipment
Pump Equipment Electric
P Equipment Diesel

4.39
4.39

4.39
4.39

4.39
4.39

320
320.1
320.2
3203
320.4

320100
N/A
N/A

Water Treatment
Water Treatment Equipment Non-
Media
Chemical Solution Feeders
Sludge Disposal Equipments

7.06
N/A
N/A
N/A

7.06
N/A
N/A
N/A

7.06
5.00
5.00
5.00

330
33000

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
3.15 3.15 3.15

331
331001
331100
331200
331300

332000

Transmission and Distribution
TD mains Not Classified by Sizes
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inchto 16-inch
TD mains 18-inch andlarger
Fire Mains

0
4.17
2.52
2.34
N/ A
N/A

0
4.17
2.52
2.34
N/A
N/A

0
4.17
2.52
2.34
2.00
2.00

333 333000 Services 4.72 4.72 4.72

334
334100
334200

Meters
Meters
Meter installations

7.21
1.51

7.21
1.51

i
2.51

1.51

335 335000 Hydrants 2.10 2.10 i2.10

336 N/A Backflow Prevention Devices N/A N/A 6.67

339 Other Plant & Misc Equipment

Arizona-American Water Company
Paradise Valley Water Division
Docket No. W-01303A-08-0227
Page 19

FIGURE 6
DEPRECIATION RATES FOR WATER SYSTEMS Paradise Valley



339600 Other P/E CPS 0 0.00 0.00

340
340100
340200
340300
340500

OfficeFurniture &Equipment
Office Furniture & EqMpments
Computer & perish equipment
Computer software
Other Office Equipment

4.04
15.89
37.71
7.13

4.04
15.59
37.71
7.13

4.04
10.00
25

7.13

341
341100
341300
341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip Autos
Transportation Equip, Other

28.05
7.80
0.93

28.05
7.80
0.93

22.00
7.80
0.93

342 342000 Store Equipments N/A N/A 4.00

343 343000 Tools Shop & Garage Equipments 3.61 3.61 3.61

344 344000 Lab equipments N/A N/A 10.00

345 345000 Power operated equipments 4.64 4.64 4.64

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

9.76
7.91

9.76
7.91

I

i
9.76
4.93

Arizona-American Water Company
Paradise Valley Water Division
Docket No. w-01303A-08-0227
Page 20



EXHIBIT DMH-5

ENGINEERING REPORT FOR ARIZONA-AMERICANWATER COMPANY, INC.,

SUN CITY WEST WATER DISTRICT

BY DOROTHY HAINS

JANUARY 9, 2009



Engineering Report
For Arizona-American Water
Company's Sun City West Water
District
Docket No. W-01303A-08-0227
(Rate Increase Application)

By Dorothy Hairs

January 9, 2009

EXECUTIVE SUMMARY

Recommendations:

Staff recommends the depreciation rates for Arizona American Company's Sun City
West District ("Sun City West District") presented in Figure 6 by NARUC account. (See
§ I of report for discussion and details.)

Stdf recommends the adoption of the Company and Staff recommended service line and
meter installation charges and total charges. (See § I of report for discussion and details.)

111. Staff recommends that $143,485 of Arsenic Treatment Plant installation should be removed
from plant. (See § J of report for discussion and details.)

Staff considers the reported water testing expenses and the estimated water testing costs
of $5,618 for the Sun City West District reasonable. (See § F of report for discussion and
details.)

Conclusions :

Maricopa County Environmental Services Department ("MCESD") has determined that Sun
City West District is currently delivering water that meets the water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4. (See § C for a discussion and
details.)

Sun City West District is within the Phoenix Active Management Area and is in compliance
with the Arizona Department of Water Resource ("ADWR") monitoring and reporting rules.
(See § E of report for discussion and details.)

II.

1.

Iv.

1.

H.

111. Sun City West District has 6.3 percent lost water which is within acceptable limits. (See §
G of report for discussion and details.)



Sun City West District has an approved cross connection M88
discussion and details.)

(See § J of report for

Sun City West District has adequate production and storage capacity to serve its ezdsdng
customers. (See § B of report for discussion and details.)

VI. Sun City West District has an approved curtailment tari8 (See § K of report for discussion
and details.)

A check with the Utilities Division Compliance Section showed Sun City West has no
outstanding compliance issues. (See § D of report for discussion and details.)

v.

Iv.

VH.

\
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Well # ADWR No . Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth
(ft)

Well
Meter
Size

(inches)

Pump

(HP)

Punta
Yield

(GPM)

Location

1.1 55-547409 1995 16 1,190 8 250 1,120 14141 W Meeker

1.2 55-601217 1982/1986 16 716 10 200 1,060 19425 Wilson Way

1.3 55-612963 1955 16 1,032 10 200 1,000 14427 Yosemite

1.4 55-205590 2005 20 1,176 12 300 1,40o 13503 W Daisy Ct.

1.5 55-610220 1947 20 1,000 10 200 850 17618 N Lasso Dr.

2.1 55-547408 1995 16 1,186 8 200 1,100 12702 W Stardust
Blvd

2.2 55-610215 1982 20 904 10 200 1,200 13059 Deer Valley

2.3 55-610214 1982 20 852 10 200 1,100 13449 W Deer
Valley

2.4 55-520840 1988 16 1,060 8 260 800 14207 W Parade
Dr

2.5 55-612959 1958 20 963 8 200 960 2180] N 151"'Ave

Arizona-American Water Company
Sun City West WaterDivision
Docket No. W-01303A-08-0227
Page 1

A. LOCATION OFCOMPANY

Ar izona-Amer ican -  Sun Ci ty  West  Water  D is t r ic t  ( "Sun Ci ty  West"  o r  "Company")  serves  over
15,400 cus tomers  in  the  un incorpora ted  Sun Ci ty  West  a rea  wh ich  is  loca ted  nor thwes t  o f  the
C i ty  o f  Phoen ix  i n  Ma r i c opa  Coun ty .  F igu r e  1  des c r ibes  the  loc a t ion  o f  the  Company  w i th in
Mar icopa County, and Figure 2 descr ibes the C C & N area of Sun City  West.

B. DESCRIPTION OF THE WATER SYSTEM

The pl ant  fac i l i t i es  were  v i s i ted on Ju l y  15 ,  2008 ,  by Dorothy Ha i rs ,  Uti l i t i es  Eng ineer ,
accompanied by the Company's representative, Paul Taylor (Company's Operation Supervisor).

System Analysis

Sun Ci ty  Wes t  opera tes  a  sys tem tha t  cons is ts  o f  ten  d r ink ing  water  we l ls  tha t  a re  capab le  o f
p r o d u c in g  a  to ta l  f l o w  o f  1 0 ,1 4 0  g a l l o n s  p e r  m in u te  ( "GP M" ) ,  tw o  a r s e n i c  t r e a tme n t  p l a n ts
( "ATp") '  and  a  to ta l  o f  4 .02  mi l l ion  ga l lons  ( "MG")  o f  s to rage  capac i ty .  The  wa te r  sys tem has
adequate storage and wel l  production to serve i ts  ex is t ing customers and projected growth for  a
f ive -year  p lann ing  hor izon .  F igures  PA,  CB,  AC and 3D prov ide  a  p rocess  schemat ic  showing
both the active and inactive components of the water  system.

Well Data

Active Drinking Water Wells

I ATP #1 has 7.6 million gallons per day ("MGD") treatment capacity and ATP #2 has 6 MGD treatment capacity.



Well # ADWR No. Year
Drilled
(19xx)

Casing
Size

(inches)

Well
Depth

(ft)

Well
Meter
Size

(inches)

Pump
(HP)

Pump
Yield

(GPM)

Location

1 55-610219 1982 20 1,176 10 200 1,000 13503 W
Daisy Ct.

Location lTreatmenT e Treatment Capacity
Plant #1 14141 W Meeker uCoo lotion/Filtration 7.6 million gallons per day ("MGD")
Plant #2 12702 W Stardust Blvd Granular FerricMedia filtration 6.0 MGD

Location Structure or equipment Capaci
14141 W Meeker Booster Pumps Seven 100-HP

One 75-HP
Storage Tank s Two 1,250,000 gal
Pressure Tanks Two 10,000 gal

12702 W Stardust Blvd Booster Pulnups Three 150-HP
four 100-Hp
One75-HP

Storage Tanks Two 758,000 gal

Pressure Tanks Two 10,000 gal

Diameter inches) Material Length (feet)
4 Various 21,778
6 Various 696,395
8 Various 80,571
10 Various 84,150
12 Various 97,571
14 VMous 26,710
16 Various 19,201
18 Various 6,821
20 Various 1,901

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 2

Inactive Well

Arsenic Treatment Plant

Storage and Pumping
I

Distribution Mains



Size (inches) Quantity

%x% 14,270
M 4
1 261

1% 552
2 279
3 13
4 26
6 1

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 3

Meters

c. MARICOPA COUNTY
("MCESD")CQMPLIANCE

ENVIRONMENTAL SERVICES DEPARTMENT

Based on a memorandum dated May 14, 2008, from MCESD, MCESD has determined that Sun
City West is currently in compliance with its requirements. MCESD also stated that it has
determined that the system is currently delivering water that meets water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4.

D. ARIZONA CORPORATIUN COMMISSION (LAACCQQ) COMPLIANCE

A check with the Uti l i t ies  Div is ion Compl iance Section showed no del inquent compl iance
issues.

E. ARIZONA DEPARTMENT OF WATER RESOURCES <"ADwR"> COMPLIANCE

Sun City West is in ADWR's Phoenix Active Management Area ("AMA"). Staff received a
Compliance Status Report 80m ADWR for Sun City West on September 3, 2008. In its report
ADWR stated that Sun City West is in compliance with its requirements governing water
providers.

F. WATER TESTING EXPENSES

The Company's estimated annual water testing expense is $5,618. Staff concludes that this
estimate is reasonable. Therefore, Staff recommends water testing expenses be adjusted for
purposes of this rate case to the Company's estimated annual expense amount of $5,618. (See
Table 1.)



Monitoring - 10 wells
(Tests per 3 years, unless
noted.)

Cost per test

No. of
tests per
three year
period

Total cost
per three
year period

Annual Cost

Bacteriological -
monthly

$11 1,080 $11,880 $3,960

Customer requested back $11 3 $33 $11

Customer requested
HPC

$35 0 $0 $0

Inorganics - Priority
Pollutants
Radiochemical .- (1/ 3

yr)
Gross Alpha
Uranium
Radium 228
Radium 226

$60
$140
$130
$100

8

8

8

8

$480
$1,120
$1,040

$800

$160
$373
$347
$267

Phase II and V:

IOC's* 10

SOC's* 8

VOC's* 4

Dioxin $500 4 $2,000 $500

Nitrites* per 9 yrs 0

Nitrates - annual* 2

Asbestos - per 9 years* 0

Lead & Copper -
Triennial*

30

TTHM/HHAs -annual* 48
Maximum chlorine
residual levels
MAP fees (annual

Arsenic** 40

Total $5,618

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 4

Table 1 Water Testing Cost (Sun City West District - PWS #07-0150)

* The test will be done in the Company's lab in Belleville. '
** To comply with ADEQ requirement, the Company has to conduct quarterly arsenic testing at

each well site and ADEQ designed sampling points aka Points Of Entry.



Year Nos. of Customers
2002 21,961 ` uR  o l t ed
2003 21,899 Reported
2004 22,461 ' •R outed
2005 23,011 ` IR outed
2006 23,041 Reported
2007 23,014 Reported
2008 23,528 Estimated
2009 23,809 Estimated
2010 24,090 Estimated
2011 24,371 Estimated
2012 24,652 Estimated

Arizona-Amenlcan Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 5

G. WATER USAGE

Figure 4 is a graph that shows water consumption data in gallons per day ("GPD") per customer
for the system for the test year period of January 2007 through December 2007.

1. Water Sold

Based on information provided by the Sun City West Water, water use for the year 2007 is
presented in Figure 4. The high monthly water use was 432 GPD per connection in July, and the
low monthly water use was 269 GPD per connection in March. The average annual use was 351
GPD per connection.

2. Lost Water

Lost water should be 10% or less and never more than 15%. It is important to be able to
reconcile the difference between water sold and the water produced by the source. A water
balance will allow a water company to identify water and revenue losses due to leakage, Ere
lighting, and flushing. Lost water for Sun City West Water was calculated to be 6.3% which is
within acceptable limits.

H. GROWTH

Figure 5 shows customer growth based on the service connection data contained in the
Company's annual reports. The number of customers increased &om 21,961 at the end of 2002
to 23,014 by the end of 2007, with an average growth rate of 281 customers per year from 2002
to 2007. Based on the linear regression analysis, Staff estimates that the Company could have
over 24,600 customers by the end of 2012. The following table summarizes Staffs projected
growth.

Table 2 Actual and Projected Growth



Meter Size Current Meter
Charges

Current Service
Line Installation

Charge

Company proposed
& Staff

Recommended
(meter installation

charge)

Company proposed
& Staff

Recommended
(Service Line

installation charge).

Company
proposed & Staff

Recommended
(total charges)

5/8 x 3/4-
inch

$130 $370 $130 $370 $500

3/4~l1nch $205 $370 $205 $370 $575

1-inch $240 $420 $240 $420 $660

1 %-inch $450 $450 $450 $450 $900

2-inch
(Turbo)

$945 $580 $945 $580 $1,525

2-inch
( Comp fund

$1,640 $580 $1,640 $580 $2,220

3-inch
(Turbo)

$1,420 $745 $1,420 $745 $2,165

3-inch
Co fund

$2,195 $465 $2,195 $465 $2,660

4-inch
(Turbo)

$2,270 $1,090 $2,270 $1,090 $3,360

4-inch
Compound)

$3,145 $1,120 $3,145 $1,120 $4,265

Arizona-American Water Company
Sun City West Water Division
Docket No. W~01303A-08-0227
Page 6

1. DEPRECIATION RATES

Decision No. 67093 (dated June 30, 2004) approved the depreciation rates used by Sun City
West in this rate proceeding except that the Company reorganized die authorized rates utilizing
the National Association of Regulatory Commissioners' ("NARUC") latest plant account matrix
as presented in Figure 6.

The Company proposed a 25% depreciation rate for its heavy duty tnlcks but provided no
specific justification for this accelerated depreciation rate. Staff believes that a 15% depreciation
rate is more appropriate since heavy duty trucks usually have a useful life of at least 6 to 7 years.

Staff recommends the depreciation rates presented in Figure 6 by NARUC account.

J. OTHERS

1. Service Line and Meter Installation Charges

The Company is proposing to maintain its current meter and service line installation charges that
are within StafFs experience of what are reasonable and customary charges. Staff does not
object to the Company's proposal. Staff recommends the adoption of the Company and Staff
recommended service line and meter installation charges and total charges.

Table 3 Service Line and Meter Installation Charges (Sun City West)



6-inch
(Turbo)

$4,425 $1,610 $4,425 $1,610 $6,035

6-inch
Compound

$6,120 $1,630 $6,120 $1,630 $7750

Over 6-inch Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 7

2. Curtailment TwW

The Company has an approved Curtailment Tariff

3. Cross Connection & Backflow Tars

The Company has an approved Cross Connection & Backflow Tariff

4. Arsenic Treatment Plant ("A TP") Capacity

In 2006 to comply with the new arsenic standard, the Company began its arsenic treatment plant
installation in order to remove arsenic in the water supply. Both the 7.8 MGD treatment plant
(plant #1) and 6 MGD plant (plant #2) were completed and have been in operation since 2007.

ATP No. 2 treats ground water produced by only Well No. 2.4 and Well No. 2.5. The combined
flows from these two wells are 1,760 GPM, or 2.53 MGD. Based on the design report, the
loading rate is 5 GPM/square foot under normal operation. Staff determined that three 12-feet
diameter media vessels should have adequate treatment capacity to remove arsenic. However,
the Company installed four 12-foot diameter media vessels instead of dare vessels, therefore,
Staff recommends that cost of one 12-feet diameter vessel be removed from rate base.

The cost of one 12-foot diameter vessel was $143,4852 in 2005.

5. Well No. 1.4 Replacement

The replaced Well No. 1.4 was installed in 2005 and it is used and useful.

z See Company Response to DR #20.1, total costs of four vessels (manufactured by Severn Trent) in Sun City West
Arsenic Treatment Plant #2 were $573,439. One fourth of $573,439 is $143,485.



Arizona-American Water Company
Sun City West Water Division
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FIGURES
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FIGURE 1

LOCATION OF SUN CITY WEST WATER DISTRICT
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FIGURE 2

SUN CITY WEST WATER DISTRICT CERTIFICATED AREA
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FIGURE PA

SUN CITY WEST WATER D1v1s1on SYSTEMATIC DIAGRAM
FOR EJQSTING SYSTEMS
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FIGURE AC

SUN CITY WEST WATER DIVISION SYSTEMATIC DIAGRAM



7-21-08 Arizona-America Water Co. Sun City West Water District

(PWS #07-150)

r17

>

1

Well #2.4 Site

8"meta'

Well #Z.4 (drilled in 1988)
DWR # 55-520840
l,060' deep, 16" casing, 260-HP,
sao rpm (well pump was replaced
in zoos)

I4

(installed in 2006)

> I
I I

C11 (gas) injection unit was
abandoned in 2006.

Control Panel & Remote Terminal Unit installed in 2006.

Well #2.2 Site

sand separator
IO" menu
(insulted in 2006)

W ell #2.2  (drilled in

1982)

DW R # 55-610215

904' deep, 20" casing,

200-HP, 750 rpm
I

»(I
I l > l

Remote  Termina l Unit  ins ta lled  'm 2006 .

Caz (gas) injection unit was

abandoned in  2006 .

Well #2.5 Site

Well #LS (drilled in
1958)

DWR # 55~6i2959
963 ' deep, 20" casing, 201
HP, 960 rpms" meta

4
4

(imull¢d an zoos)

sand separator

Cl; (gas) injection unit was abandoned in 2006.

Remote Terminal Unit installed in 2006.

Well #22 Site
Well #2.3 (drilled in 1982)
DWR # 55-610214
852' deep, 20" casing, 200-HP,
1,100 rpm 10"  Md!

(installed in

zoos)

>> OI
I

I
I

sand separator

Relnuote Terminal Unit installed in 2006.

Clz (gas) injection unit was
abandoned 'm 2006.

Ru

a
pa

cm
1  :
ca uu
3 :re
n \¢

1-0

9 2an
N  3
cm :_

Ra

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 14

FIGURE 3D

SUN CITY WEST WATER DIVISION SYSTEMATIC DIAGR.AM
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FIGURE 4

SUN CITY WEST WATER DIVISION WATER USAGE
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FIGURE 5

GROWTH IN SUN CITY wEsT WATER DIVISION
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision
D

#68310

Rate (%)
SUD City

West Water
proposed

Staff
Recomme
need Rate

(%)
301 301000 Organization 0 0 0

302 302000 Franchises 0 0 0

303
303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.50
1.67
1.67

0
1.68

0

2.50
1.67
1.67
1.67
2.12
0.00

2.50
1.67
1.67
2.00
4.63
0.00

305 305000 Collection & Impounding reservoirs 0.00 0.00 0.00

307 307000 Wells & Springs 2.52 2.52 2.52

310 310100 Power Generation Equip Other 0.00 4.42

311
311200
311300
311500 I'l l

Pumping Equipment
Pmnutp Equipment Electric
Pump Equipment Diesel
P Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

4.42
5.00
5.01

320
320.1

320.2
320.3
320.4

320100

N/A
N/A
N/A

Water Treatment
Water Treatment Equipment (Non-
media)
Solution Chemical Feeder
Sludge Disposal Equipment
Media Water Treatment Equipment
(pressurized vessels)

4.00

N/A
N/A
N/A

4.00

N/A
N/A
N/A

7.06

5.00
5.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs & Standpipes
Storage Tanks
Pressure tanks

1.67
N/A
N/A

1.67
N/A
N/A

1.67
1.67
5.00

331
331001
331100
331200
331300
332000

Transmission and Distribution
TD mains not classified by size
TD mains 4~in<:h & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
Fire Mains

1.53
N/A
N/A
N/A
N/A
0.00

1.53
1.53.
1.53
1.53
1.53

1.53
1.53
1.53
1.53
1.53

333 333000 Services 2.48 2.48 2.48

334
334100
334200

Meters
Meters
Meter installations

2.51
N/A

2.51
2.51

2.51
2.51

335 335000 Hydrants 2.00 2.00 2.00

336 N/A Backflow Prevention Devices N/A N/A 6.67

Arizona-American Water Company
Sun City West Water Division
Docket No. W-01303A-08-0227
Page 17

FIGURE 6
DEPRECIATION RATES FOR WATER SYSTEMS (SUD City West Water)



339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

4.98
0
0

0
2.00

340

340.1

340100
340200

N/A

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Computer Software

4.55
4.55
N/A

4.59
4.59
N/A

4.59
10.00
25.00

341
341100
341200

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, her Duty Trucks

25.00
N/A
N/A

25.00
25.00

25.00
15.00

342 342000 Store Equipments 3.92 4.02 3.91
343 343000 Tools Shop & Garage Equipments 4.14 4.02 4.02

344 344000 Lab equipments 3.71 3.71 3.71

345 345000 Power operated equipments 5.14 5.02 5.02

346
346100
346300

Communication Equipments
Cornmunicadon Equip non-telephone
Communication Equip Other

10.28
N/A

10.30
4.93

10.30
4.93

Arizona-American Water Company
Sun City West Water Division
Docket No. w-01303A-08-0227
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EXHIBIT DMH-6

ENGINEERING REPORT FOR ARIZONA-AMERICAN WATER COMPANY, INC.,

TUBAC WATER DISTRICT

BY DOROTHY HAINS



A n

\.

I

Engineering Report
For Arizona-Alnnerican Water
Company's Tubac Water District
Docket No. W-01303A-08-0227
(Rate Increase Application)

1 By Dorothy Hairs

EXECUTIVE sU1vEv1ARy

Recommendations :

Staff recommends die depreciation rates for Arizona-American Company's Tubac
District ("Tubac") presented in Figure 6 by NARUC account. (See § J of report for
discussion and details.).

Staff recommends approval of the meter and service line installation charges listed in the
right-hand columns of Table 4. (See § K of report for discussion and details.)

All production wells in Tubac contain arsenic levels exceeding the arsenic maximum
contaminant level ("MCL"). Tubac proposes to install a granular iron media filter arsenic
removal treatment plant ("ARTP") and seek Arsenic Cost Recovery Mechanism
("ACRM") approval from the Commission. Staff believes that ARTP installation is
necessary. (See § K of report for discussion and details.)

Water testing expenses are based upon participation in the Arizona Department of
Environmental Quality ("ADEQ") Monitoring Assistance Program. Annual testing
expenses should be adjusted to $2,360. (See § G and Table 1 for discussion and details.)

Conclusions :

ADEQ has determined that Tubae is currently delivering water dirt meets the water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4. The
ADEQ has granted Tubac a waiver of the arsenic MCL violation while it works to
address the problem. (See § D for a discussion and details.)

Tubae is within the Santa Cruz Active Management Area and is in compliance with the
Arizona Depamnent of Water Resource ("ADWR") requirements governing water
providers. (See § F of report for discussion and details.)

11.

111.

1.

W.

HI.

1.

11.

Tubac has 8.02% lost water which is within acceptable limits. (See § H of report for
discussion and details.)

J



Tubac has an approved cross connection tariff (See § K of report for discussion and
details.)

Tubac has adequate production and storage capacity to serve its existing customers.
§ B of report for discussion and details.)

(See

Tubac has an approved curtailment tariff (See § K of report for discussion and details.)

Iv.

v.

VI.

VH. A check with the Utilit ies Division Compliance Section showed Tubae has no
outstanding compliance issues. (See § E of report for discussion and details.).
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Well # ADWR No. Year
Drilled

Casing
Size
(inches)

Well

Depth (IT)

Well
Meter
Size
(inches)

Pump

(HP)

Pump Yield
(GPM)

2.1 55-604371 1965 12 140 4 40 300
4.1 55-505043 1983 16 650 8 75 500
5.1 55-632901 1977 12 302 6 75 500

Well # ADWR No. Year
Drilled

Casing
Size
(inches)

Well
Depth (ft

Well
Meter
Size
(inches)

PUIHP
(HP)

Pump Yield

(GPM)

3.1 55-604370 1965 12 204 3 25 180

Arizona-American Water Company
Tubac Water Division
Docket No. W-01303A-08-0227
Page I

A. LOCATION OF CONIPANY

Arizona-American Water Company Tubac Water District ("Tubae") serves water to
approximately 540 customers and is located in the Town of Tubac which is north of the City of
Nogales, near 1-19 in Santa Cruz County. Figure 1 describes the location of Tubac Water
District, and Figure 2 describes the Certificate of Convenience and Necessity ("CC&N") area of
Tubac.

B. DESCRIPTION OF THE WATER SYSTEM

The plant facilities were visited on May 14, 2008, by Dorothy Hairs, Utilities Engineer,
accompanied by the Company's representatives, Steve Lutringer, (Company's Operations
Supervisor) and Kathy Panini (Tubae On-site Operator).

System Analysis

Tubac operates a drinking water system that consists of three drinking water wells that are
capable of producing a total flow of 1,300 gallons per minute ("GPM") and 50,000 gallons of
total storage capacity. The water system has adequate storage and well production. Figures PA
and CB provide process schematic drawings showing both the active and inactive components of
the system.

Well Data

Active Drinking Water Wells

Inactive Well



Location Structure or equipment Capacity
I llBooster Pu Station I sBooster P Two 5-HP

Pressure Tank One 2,000 gal
Pressure Tank One 5,000 gal
Storage Tank One 50,000 gal

Well #5 Site Pressure Tank One 5,000 gal

Well #4 Site Pressure Tank One 5,000 gal
Well #2 Site Pressure Tank One 5,000 gal

Diameter inches Material Len1 (fem)
4 Various 28,468
6 polyvinyl chloride "PVC") 12,017
6 Ductile hon pipe ("DIP" 352
8 PVC 20,295
8 DIP 897

Size (inches) Quantity

%x% 513
% N/A
1 46

1% 2
2 14
3 4

Arizona-American Water Company
Tubac Water Division
Docket No. W-01303A-08-022.7
Page 2

Active Storage, Pumping

Distribution Mains

Meters

c. ARSENIC

The most recent lab analysis by Tubac indicated that the arsenic levels in its source supply vary
from 16 ug/1 to 36 ug/11. Tubac is not in compliance with the arsenic MCL standards, however,
Tubae is in the process of designing an arsenic treatment plant ("TP") which is expected to bring
the system into compliance The proposed arsenic treatment plant will be installed at the Well
No. 5.1 site in 2009. (See the detailed discussion in § K.)

1 According to a 2007 sample test results, arsenic levels in ground water are 24 pg/1 detected in Well #2.1, 36 pg/I
detected in Well #4.1 and 16 pg/1 detected in Well #5.l.
2 Arsenic MCL is 10 p.g/L
3 The Arizona Department of Environmental Quality has granted Tubac a waiver of the MCL violation while it
works to address the problem.
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ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY ("ADEQ")
COMPLIANCE

Based on an ADEQ memorandum dated February 8, 2008, ADEQ has determined that Tubae is
currently in compliance wide its requirements. ADEQ also stated that it has determined that the
system is currently delivering water that meets water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4 (except for arsenic)

E. ARIZONA CORPORATION COMMISSION ("ACC") COMPLIANCE

A check with the Utilities Division Compliance Section showed no outstanding compliance
issues

F. ARIZONA DEPARTMENT OF WATER RESOURCES (MADWRQQ) COMPLIANCE

Tubac is in ADWR's Santa Cruz Active Management Area ("AMA").
Compliance Status Report from ADWR related to Tubae on June 3, 2008.
Tubae is in compliance with ADWR requirements governing water providers

Staff received a
ADWR stated that

G. WATER TESTING EXPENSES

Tubac is subject to mandatory participation in the ADEQ Monitoring Assistance Program
("MAP"). Staff calculated the testing costs based on the following assumptions

MAP will do baseline testing on everything except copper, lead, bacteria and
disinfection by-products

ADEQ testing is performed in 3-year compliance cycles. Therefore, monitoring
costs are estimated for a 3-year compliance period and then presented as a pro
forma expense on an annualized basis

All monitoring expenses are based on Staffs best knowledge of lab costs and
methodology and one point of entry

The estimated water testing expenses represent a minimum cost based on no
hits" other than lead and copper, and assume compositing of well samples. If

any constituents were found, then the testing costs would dramatically increase

Table 1 shows the estimated annual monitoring expense, assuming participation in the MAP
program. Water testing expenses should be adjusted to the annual expense amount of $2,360
shown in Table 1



Monitoring - 3 wells
(Tests per 3 years, unless
noted.)

Cost
per test

No. of
tests per
three year
period

Total cost
per three
year
period

Annual Cost

Bacteriological - monthly $15 108 $1,620 $540

Inorganics - Priority
Pollutants

$300 MAP MAP MAP

Radiochemical - (1/ 4 yr) $60 MAP MAP MAP

Phase II and V:

Ioc=5, soc's, VOC's $2,805 MAP MAP MAP

Nitrites $20 MAP MAP MAP

Nitrates - annual $40 12 MAP MAP

Asbestos - per 9 years $180 2% MAP MAP

Lead & Copper - annual* $0 20 $0 $0

TTHM/I-IHAs -annually" $0 6 $0 $0

Maximum chlorine residual
levels***

$0 108 $0 $0

MAP fees (annual) $1,820

Arsenic* * $0 12 $0
I

so

Total $2,360

Arizona-American Water Company
Tubac Water Division
Docket No. W-01303A-08-0227
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Table 1 Water Testing Cost

The test will be done in the Company's lab in Belleville.
To comply with ADEQ requirement, the Company has to conduct annual arsenic testing at
each well site and each Point of Entry ("POE") site.
There is no cost for Mis element because the Company uses probe to measure this element.

H .  W A T E R  U S A G E

Figure 4 is a graph that shows water consumption data in gallons per day ("GPD") per customer
for the system for die test year period of January 2007 through December 2007.

Water Sold

Based on information provided by Tubac, water use for the year 2007 is presented Io Figure 4.
The high monthly water use was 676 gallons per day ("GPD") per connection in July, and the
low monthly water use was 326 GPD per connection in February. The average annual use was
483 GPD per connection.



Year Nos. of Customers
2002 485 ` •R outed

2003 484 Reported
2004 495 . |R outed
2005 514 IR outed
2006 532 . »R outed
2007 536 Estimated
2008 552 Estimated
2009 564 Estimated
2010 576 Estimated
2011 589 Estimated
2012 601 Estimated

Arizona~American Water Company
Tubac Water Division
Docket No. W-01303A-08-0227
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Lost Water

Lost water should be 10% or less and never more than 15%. It is important to be able to
reconcile the difference between water sold and the water produced by the source. A water
balance will allow a water company to identify water and revenue losses due to leakage, Hre
lighting, and flushing. Lost water for Tubac was calculated to be 8.02% which is within
acceptable limits.

\

1. GRO H

Figure 5 shows customer growth based on the service connection data contained in the
Company's annual reports, the number .of customers increased from 485 at the end of 2002 to
536 by the end of 2007, with an average growth rate of 12 customers per year. Based on the
linear regression analysis, Staff estimates that the Company could have approximately 600
customers by the end of 2012. The following tables summarize Staffs projected growth.

Table 2 Actual and Projected Growth

J. DEPRECIATION RATES

Decision No. 67093 (dated June 30, 2004) approved the depreciation rates used by Tubac in this
rate proceeding except that the Company reorganized the authorized rates utilizing the National
Association of Regulatory Commissioners' ("NARUC") latest plant account matrix as presented
in Figure 6.

The Company proposed a 25% depreciation rate for its heavy duty trucks but provided no
specific justification for this accelerated depreciationrate. Staffbelieves that a15% depreciation
rate is more appropriate since heavy duty trucks usually have a useful life of at least 6 to 7 years.

The Company does not own and operate a water treatment plant yet, however, the Company
states that Tubac's proposed arsenic treatment plant will be designed and operated by a granular
iron media filter plant, and Staff recommends a 5% depreciation rate for media Water Treatment
Plant Equipment (account No. 320.4).



Meter Size Current
Charges

(Service line
installation)

Current Charge
(Meter

installation)

Proposed
Charges

(Service line
Nmallauon)

Proposed
Charge (meter
installation)

Staff
Recommendation

(Service Line)

Staff
Recommendation

(meter installation)

Staff
Recommended

total charge

5/8 x 3/4-
inch

$376 $130 Actual Cost Actual Cost $445 $155 $600

3/4-inch $370 $205 Actual Cost Actual Cost $445 $255 $700

1-inch $420 $240 Actual Cost Actual Cost $495 $315 $810

1 %-inch $450 $450 Actual Cost Actual Cost $550 $525 $1,075

2-inch
(Turbo)

$580 $945 Actual Cost Actual Cost $830 $1,045 $1,875

I •

2-inch
Co fund

$580 $1,640 Actual Cost Actual Cost $830 $1,890 $2,720

3-inch
(Turbo)

$745 $1,420 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

I •

3-inch
Co fund

$765 $2,195 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

4-inch
(Turbo)

$1,090 $2,270 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

4-inch
Compound

$1,120 $3,145 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

6-inch
(Turbo)

$1,610 $4,425 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

6-inch
Compound

$1,630 $6,120 Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Over 6-inch Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost

Arizona~American Water Company
Tubac Water Division
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Staff recommends the depreciation rates presented in Figure 6 by NARUC account

K. OTHERS

1. Service Line and Meter Installation Charges

The Company requested that meter and service line installation charges for all size meters be
determined on an individual case basis. Staff is recommending specific charges for meters
smaller than 3-inch and actual costs for 3-inch meters and larger. Staff recommends approval of
separate meter and service line installation charges as shown under the column headings "Staff
Recommended" in Table 4 for meter sizes smaller than 3-inches. Since the Company may at
times install meters on existing service lines, it would be appropriate for some customers to only
be charged for the meter installation. Therefore, separate service line and meter charges have
been developed byStaff which Staff recommends be adopted in this case

Table 3 Service Line and Meter Installation Charges (Tubac)
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2. Curtailment Tars

The Company has an approved curtailment tariff on file with the CommissiOn.

3. Cross Connection & Backflow TmW

The Company has an approved Cross Connection & Backflow Tariff

4. Arsenic Cost Recovery Mechanism ("A CRM'9

In order to meet the arsenic MCL standard requirement, Tubac plans to install a granular iron
media filter arsenic removal treatment plant ("ARTP"). Tubac proposes plant installation to
begin in spring 2009. The estimated ARTP installation cost is one million dollars. Staff believes
that ARTP installation is necessary.
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FIGURES
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TUBAC WATER DIVISION CERTIFICATED AREA
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FIGURE 1
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FIGURE 2

LOCATION OF TUBAC WATER DIVISION



5-28-08Arizona-America Water Co. Tubac District
(PWS #12-001)

customers iD Zone 1>

11
> customers in Zone 2

A \

>

\

n
=e
N
_=
E
v

>s
2
3
u

Well #4 SiteNaOCl injection ( disinfection
device install in 2006)Well #4 (drilled in 1983)

DWR # 55-505043
650' deep, 16" casing

a" mua-

I I
I I w 5,000 gal Pressure

tank

A 125 KVA on-site generator

/Turbo pump
(75-HP, 500gpm) I

'53
4" pressure regulating ("PR") vadvc

Installed in z005

Well #5 was in service since 2006Well #5 (drilled in 1977)
DWR # ss-632901.
302' deep, 12" casing,

l
6" Md:

5,000 Gd
Pressure ink
installed in 2006 JI,

Well #s Site

I | | I

turbo pump

(500 rpm, 75-HP)
NaOCl injection ( disinfection
device install in 2006)

5,000 gal
Pressure tank6)

Booster Pump Station

1 >2,000 gal
Pressure
rank)

> I( 50,000 gallon "storage tank,
Partially buried (approx 7'

in ground)

l/
\
/

Two 5-HP booster pumps
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FIGURE PA

TUBAC WATER DIVISION SYSTEMATIC DIAGRAM
FOR EXISTING SYSTEMS



6-25-08
Arizona-America Water Co. Tubae District

(PWS #12-001)

> customers in Zone 1

Well #2 Site
in the Golf Course

NaOCl injection ( disinfection
device install in 2006)Well #2 (drilled in 1965)

DWR # 55-604371
140' deep, 12" casing i4- meter

5,000 gal Pressure
rank >4I I

I l

Turbo pump
(40-Hp, 300gpm)

Well #3 Site
Well #3 (drilled in 1965)
DWR #55-604370
204' dark, 12" casing,

5,000 gd

Pressure Mk )QI I
I I

3"m»1erturbo pump

(180 gang 25-HP)

Two sand separators Well #3 is out of service since 1/2007

due to bacteria and sand problem

Well #1 in downtown ofTubac
Has been abandoned due to effluent Bam septic

Tank containments

I
I

I 1

Arizona-American Water Company
Tubac Water Division
Docket No. W-01303A-08-0227
Page 12

FIGURE CB

TUBAC WATER DIVISION SYSTEMATIC DIAGR.AM



Arizona American Water Co. Tubae Water District
Water Usage

During Test Year (Jan 2007 - Dec 2007)
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FIGURE 4

TUBAC WATER DIVISION WATER USAGE
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FIGURE 5

GRO H IN TUBAC WATER DIVISION
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NARUC
Acct #

Company' s
Account #.

Depreciable Plant Approved
Rate

(Decision #
67093).

Proposed
Rate (%)
(Tubac)

§ta1*f
Recommended

Rate (%)

301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

303200
303300
303400
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WTLand & Land
Right TD
Land & Land Right AG

0
0
0
0
0
0

0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.40
1.94

0
1.92
2.89

2.21
2.21
2.21
2.21
2.21

0

2.21
2.21
2.21
2.21
2.21

305 305000 Collection & Impounding reservoirs 0 0 0
307 307000 Wells & Springs 3.08 3.08 3.08
310 310100 Power Generation Equip Other 0 4.24 4.24
311

311200
311300
311500 I

I I

Pumping Equipment
Pumgp Equipment Electric
Punnrp Equipment Diesel

Equipment Gas/Other

4.24
5.00
4.24

4.24
4.24
4.24

4.24
4.24
4.24

320
320.1

320.4
320.2

320100
N/A
N/A
N/A

Water Treatment
Water Treatment Equipment (Non-
Media)
Water Treatment Equipment (Media)
Chemical Solution Feeders

4.00

N/A
N/A

4.00

N/A
N/A

4.00

5.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs & Standpipes
Storage Talcs
Pressure Tanks

1.62
N/A
N/A

1.62
N/A
N/A

1.62
2.22
5.00

331
331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch

1.97
1.97
1.97
1.97
2.34

1.97
1.97
1.97
2.34

333 333000 Services 2.45 2.45 2.45
334

334100
334200

Meters
Meters
Meter installations

2.42
2.42
2.42

2.42
2.42

335 335000 Hydrants 1.97 1.97 1.97
336 N/A Backflow Prevention Devices N/A N/A 6.67
339

339100
Other Plant & Misc Equipment

Other P/E Intan8ib1e 0 0

Arizona-American Water Company
Tubac Water Division
Docket No. W-01303A-08-0227
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FIGURE 6
DEPRECIATION RATES FOR WATER SYSTEMS (Tubac)



339500 Other P/E TD 0.00 0.00
340

340.1

340100
340200

N/A I

Office Furniture & Equipments
Computer & perish equipment
Co user Software

3.28
3.28
N/A

10,83
10.83
N/A

3.28
10.83
25.00

341
341100
341200

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty Trucks

25.00
25.00
25.00

25.00
15.00

342 342000 Store Equipments 4.00 3.59 3.59
343 343000 Tools Shop & Garage Equipments 3.42 3.59 3.59
344 344000 Lab equipments 0.00 0.0 0.0
345 345000 Power operated equipments 0.00 4.64 I4.64
346

346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other (misc)

5.03
4.93

5.03
4.93

5.03
4.93

Arizona-American Water Company
Tubae Water Division
Docket No. W-01303A-08-0227
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ENGINEERING REPORT FOR ARIZONA-AMERICAN WATER COMPANY, INC.,

MOHAVE WASTEWATER DISTRICT
l

1

BY DOROTHY HAINS

JANUARY 9, 2009

1



A n

\_ Engineering Report
For Arizona-American Water
Company's  Mohave Wastewater
Division
Docket No. W-01303A-08-0227
(Rate Increase Application)

By Dorothy Hairs

January 9, 2009

EXECUT1VESUMMARY

Recommendations:

It is recommended that the Mohave Wastewater District use depreciation rates as
delineated in Figure 6. (See § G and Figure 6 of the report for discussion and details.)

Staff recommends approval of the Off-site Facilities Hook-up Fee ("OF HF") fees and
reporting requirement contained in Figure 7. The Company shall submit a calendar year
Off-Site Facilities Hook-Up Fee status report each January 315C to Docket Control for the
prior twelve (12) month period, beginning January 31, 2010, until the hook-up fee tariff is
no longer in effect. This status report shall contain a list of all customers that have paid
the hook-up fee tariff, the amount each has paid, die amount of money spent 8'orn the
account, the amount of interest earned on the tariff account, and a list of all facilities that
have been installed with the tariff funds during the 12 month period. The first report shall
cover the time frame from inception of this tariff through December 31, 2009. (See § F
of the report for discussion and details.)

Staff recommends the Company reported amount of $11,403 annual chemical testing
costs. (See § H of the report for discussion and details.)

Conclusions :

The Arizona-American Mohave Wastewater District ("Mohave District") is in full
compliance with the Arizona Department of Environmental Quality ("ADEQ") for
operation and maintenance, operator certification and discharge permit limit. (See § E of
the report for discussion and details.)

Stdf concludes that the Mohave Wastewater District's treatment plants have~ adequate
capacity to treat its customers. (See § C of the report for discussion and details.)

H.

1.

111.

H.

IH.

1.

The Company currently is not in compliance with the reporting requirements of its OF HF
Tariff (See § F of the report for discussion and details.)



/

W. A check with the Utilities Division Compliance Section showed. no delinquent
cornplianceiterns. (See § F of the report for discussion and details.)

v. The Wishing Well Wastewater Treatment Plant expansion project was completed and in
service in summer 2008. The total cost of this project was $4,276,039. (See § H of the
report for discussion and details.)
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Location
Qu2mti1y
of Pumps

Horsepower
per Pump

Capacity per Pump

(GPM)

Wet Well
Capacity (gals.)

Arizona Gateway
1 1.4 70 N/A
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A. LOCATION OF COMPANY

Arizona-American - Mohave Wastewater District ("Mohave Wastewater District" or
"Company") provides service in two different areas, the Arizona Gateway development and in
Mohave Valley. Arizona Gateway is located at the intersection of Highway 95 and Interstate 40
and is approximately 12 miles north of Lake Havasu City. Mohave Valley is located south of
Bullhead City. The Company serves approximately 1,240 customers in its Certificate of
Convenience and Necessity ("CC&N") service area. Figure l describes the CC&N area o;t`
Mohave Wastewater District, and Figure 2 describes the location of the Company within Mohave
County.

B. DESCRIPTION OF THE WASTEWATER SYSTEM

Mohave Wastewater District owns and operates two wastewater treatment plants ("WWTP"s),
Wishing Well WWTP and Arizona Gateway WWTP. Both plant facilities were visited on
September 30, 2008, by Dorothy Hains, Utilities Engineer, accompanied by Company
representative, David Evans (the Company's Operation Superintendent).

Arizona Gateway System

This system is a developer built system. The Arizona Gateway WWTP is a 112,000 gallon per
day ("GPD") extended aeration plant that serves a collection system for a commercial
development block which includes a truck stop, fast food chains, gas station, storage building,
etc. This underground-treatment plant consists of influent entering into a flow equalization
basin, treated in two separate train aeration reactors with a sludge holding tank. The treated
effluent is filtered then disinfected using chlorination/de-chlorination and final-treated effluent is
disposed into a two-cell, unlined evaporation pond located within the compound of the treatment
plant site. Currently this plant serves only 3 customers.

The col lect ion system served one commercial  block customer during the test year ending
December 31, 2007. A system schematic is shown for this system in Figure PA.

Lift Station



Type Quantity

Standard 12

Diameter Material Length (Feet)

8-inch PVC 4,000
Total: 4,000

Diameter Material Length (Feet)

6-inch PVC 16

Total: 16

Location
Quantity
of Pumps

Horsepower
per Pump

Capacity per Pump

(GPM)

Wet Well
Capacity (gals.)

Mountain View Drive 2 7.5 114 2,100
Lago Cove 2 3 17 1,000

Arizona-American Water Company
Mohave Wastewater District
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Manholes

Collection Mains

Service Laterals

Wishing Well System

The Mohave Valley area is served by the Wishing Well System. The Wishing Well WWTP is a
500,000 GPD extended aeration plant'. This treatment process consists of influent entering into
the headwords,  aeration basins and clar ifier  tanks,  sludge digester ,  filters,  and a  chlor ine
disinfection unit. Final treated effluent discharges through an effluent channel flow measuring
weir to the Desert Lake Golf course for initiation use. Aster dewatering, dry sludge is disposed
of at a landfill.

Figures CB and AC are schematics of this system. The following tables describe the system in
more detail. '

Lift Stations

I The plant is treating the sewage to Class B effluent standards which is suitable for reuse in the golf course.



Size Material Length (Feet)

4-inch PVC 3,000

Type Quantity

Standard 365

Drop 2

Quantity

Diameter Material Length (Feet)

6-inch PVC 201

8-inch PVC 89,213

10-inch PVC 7,426

12-inch PVC 12,300
15 -inch PVC 6,086

Diameter Material Length (Feet)

4-inch PVC 1,511
8-inch PVC 2

Total : 16

Arizona~American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
Page 3

. 6

Force Mains

Manholes

C l e a n o u t s

14

Collection Mains

l

Service Laterals

I
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E. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

ADEQ regulates the wastewater systems under Permit Nos. 30157 and 36948 for Wishing Well
System and Permit No. 36949 for Arizona Gateway System. Per the February 5, 2008
Compliance Status Reports issued by ADEQ, both systems are in full compliance for operation
and maintenance, operator certification and discharge permit limits.

F. ARIZONA CORPORATION COM1\IISSION (¢¢ACC77) COMPLIANCE

A check with the Utilities Division Compliance Section showed no delinquent compliance items.

Osite Facilities Hookup Fee ("OF HF") Tars

The Company currently has an approved OFI-IF Tariff It appears that the Company has failed to
comply with the reporting requirement contained in the OF HF tariff in Figure 7. Staff
recommends approval of the OF HF tariff in Figure 7. The Company shall submit a calendar year
Off-Site Facilities Hook-Up Fee status report each January 31st to Docket Control for the prior
twelve (12) month period, beginning January 31, 2010, until the hook-up fee tariff is no longer in
effect. This status report shall contain a list of all customers that have paid the hook-up fee tariff,
the amount each has paid, the amount of money spent from the account, the amount of interest
earned on the tariff account, and a list of all facilities that have been installed with the tariff funds
during the 12 month period. The Erst report shall cover the time frame &om inception of this
tariff through December 3 l, 2009.

G. DEPRECIATION RATES

Decision No. 69440 (dated May 1, 2007) approved the depreciation rates used by MohaVe
Wastewater District in this rate proceeding except that the Company reorganized the audiorized
rates utilizing the National Association of Regulatory Commissioners' ("NARUC") latest plant
account matrix as presented in Figure 6.

Staff recommends the depreciation rates presented by NARUC account in Figure 6.

H. OTHER ISSUES

1. Service Line Connection Charges

The Company requested that service line connection charges for all classes be determined on an
individual case basis. Staff believes that the Company requests are reasonable and recommends
approval.



Current
Charges

Proposed Charges Staff Recommendation
total charges

Residential $250 Actual Cost Actual Cost

Commercial $250 Actual Cost Actual Cost

School $250 Actual Cost Actual Cost

multiple Dwelling Actual Cost Achlal Cost Actual Cost

Mobile Home Park Actual Cost Actual Cost Actual Cost

Effluent $250 Actual Cost Actual Cost

Cost per test
No. of
tests per
year

Annual Cost

Fecal Coliform .-
monthly

$27 12 $324

BOD (effluent) weedy $40 52 $2,080
TSS (effluent) - weekly $15 52 $780

Total Nitrogen -
monthly

$100 12 $1,200

Total $4,384

Arizona-American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
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Table 2 Service Line Connection Charges (1VIohave WW)

2. Chemical Testing Expenses

Arizona Gateway Svstem

The Company's estimated annual water testing expense for Arizona Gateway System (07-695) is
$4,384. Staff concludes that this estimate is reasonable. (See Table 3)

Table 3 Wastewater Testing Cost (Arizona Gateway LLC -APP Permit #P36949)

Wishing Well Svstem

The Company's estimated annual water testing expense for Wishing Well System is $7,019.
Staff concludes that this estimate is reasonable. (See Table 4)



Cost per test
No. of
tests per
year

Annual Cost

Fecal Coliform - daily (4
min per week)

$27 208 $5,616

TCLP Bio-solids
(metals) - annually

$260 1 $260

Total Nitrogen (effluent)
.. quarterly

$100 4 $400

Fluoride (effluent)
annually

$20 1 $20

Cyanide (effluent) -
annually

$73
1

$73

Metals (effluent) -
annually

$210 1 $210

VOC's (effluent)
annually

$250 1 $250

Semi-Volatile Organics
(effluent) annually

$190 1 $190

Total $7,019

NARUC
Acct #

Description Per the
Company's Acct
#

Item Description Information
&om the
Company ($)

Staff
recommended
Total costs($)

354
I I

Structure &
I rovernents

976,643.'

354200 Structures
and
Improvements
354400-ww strict Fence (ban-ier, gate, 5,510.40

Arizona-American Water Company
Mohave Wastewater District
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Table 4 Wastewater Testing Cost (Wishing Well - APP Permit # Pl050l0)

Therefore, Staff recommends water testing expenses be adjusted for purposes of this rate case to
the Company's total estimated annual expense amount of $11,403.

3. Wishing Well Treatment Plant Expansion

The Company began its Wishing Well Treatment Plant expansion project in 2007. The 250,000
GPD plant was incapable of properly treating wastewater flow, and therefore, the Company
expanded the treatment capacity to 500,000 GPD. This construction work was completed and
plant was in service in summer 2008. The total cost of the construction was $4,276,039. The
itemized costs per NARUC accounts are listed in the table below:



&ImpTDP masonry, palisade, wire
mesh, wooden)

I  I

354400-ww suuct
& TDP

landscaping 68,789.75

354400-ww strict
& Imp TDP

Vault/chanuber/pit
(concrete, fiberglass,
plastic, steel)

201,194.81

1111

354400-ww strict
& TDP

Roofing 100,825.56

I |

354400-ww stmt
& TDP

Railing & Grating 2,078.00

354400-ww strict
& Imp TDP

Electrical - wiring/conduit 62,501.86

354400-ww strict
& Imp TDP

Electrical - transformer 94,630.96

354400-ww strict
8: Imp TDP • |

Electn'cal - surge/transient
equip (Ii Ming arrestors)

35,008.91

354400-ww strict
& Imp TDP

Electrical .- disconnect
(fiised, manual, spring
loaded)

287,073.06

354400-ww strict
& Imp TDP n |

Electrical -
distribution/li ting panel

119,030.29

355 Power
Generation
Equipment

355400-ww
power gen equip
TDP

Generator (alternator - AC,
DC)

139,597.22 186,696.08

354400-ww strict
& IMP TDP

Electric -
Changeover/Transfer switch
(Auto, manual)

47,098.86

361 Sewer
Collection

361100-ww
collecting mains

Pipe & fittings (PVC l0") 2,096.15 146,946.40

361100-ww
collecting mains

Pipe & fittings (PVC 12") 38,429.51

361100-ww
collecting mains

Pipe & fittings (PVC 16") 80,701.96

361100-ww
collecting mains

Pipe & Fittings (PVC lb") 6,113.79

361100-ww
collecting mains

Manhole/catch balm 19,604.99

364 Flow meter
device

380000-ww TD
Equipment

Meters - process(closed
pipe time of fight,
magnetic, multi-jet,
programmable, open
channel, ultrasonic paddle,
propeller, thermal mass
flow, ultrasonic, vertex Rota
meter)

18,484.70 18,487.70

AIizona-American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
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371 Pumping
Equipment

371100-ww pump
Equip

Submersible centrifugal

pump

6,611.73 6,611.73

380 Treatment and
Disposal Equip

2,819,517.15

380100 WW TD
Equip :
Sedimentation
tanks/Acc
380000-ww TD
Equip

Clarifier tanks 464,984.14

380000-ww TD
Equip

Clarifier (decanter) 565,532.19

380000-ww TD
Equip

Pretrement - aerator
(cascade, diffused air,
multiple tray, spray)

514,005.22

Subtotal 1,544,521 .55

I

380300 WW TD
Equip: sludge

/filter
380000-ww TD
Equip

Galvanized 2" 13,483.33

380000-ww TD
Equip

Galvanized 3" 784.20

380000-ww TD
Equip

Galvanized 4" 4,542.48

380000-ww TD
Equip

Steel 6" 11,157.88

380000-ww TD
Equip

Steel 8" 1,435.29

380000-ww TD
Equip

Steel 10" 12,763.15

380000-ww TD
Eqlulp

Press (Auger/Screw, belt,
centrifugaVcentrifuge, alter,
lise, picket fence
thickener, plate & Erase,
washpactor)

220,585.25

380000-ww TD
Equip

Compressor (centrifugal,
liquid ring, liquid ring oil
Hee, Millbury aerornixer,
positive displacement)

56,014.26

Subtotal 320,765.84
380500 WW TD
Equip: chemical
treatment plant
380000~ww TD
Equip

Pipe & fitting (PVC l") 9,944.87

380000-ww TD
Equip

Pipe & fitting (pvc 2") 476.12

380000-ww TD Pipe & mum (DIP 3") 5,951.51

Arizona-American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
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Equip
380000-ww TD
Equip

Pipe & fitting (DIP 6") 12,603.21

380000-ww TD
Equip

Pipe & fitting (DIP 12") 82,448.76

380000-ww TD
Equip

Pipe & fitting (DIP 14") 57,644.26

380000-ww TD
Equip

Pipe & titting (DIP 16") 83,381.46

380000-ww TD
Equip

Chemical Feed - Liquid
metering pump/Feeder

53,493.61

380000-ww TD
Equip

Gas dispenser 158,221.66

Subtotal 464,165.46
380600 WW TD
Equip: other
disposal
380000-ww TD
Equip 1

Grit removal (cyclone,
detritor, `t dredger, screw)

135,355.09

380000-ww TD
Equip

Blower (fan, rotary lube,
Carbine)

292,182.67

380000-ww TD
Equipment

Flow control (valves) 62,526.54

Subtotal 490,064.30

396 Cornrnunjcation
equip

380000-ww TD
Equip

Logic controller 25,570.16 110,425.89

380000-ww TD
Equip

antenna 39,627.37

380000-ww TD
Equip

Auto dialers 1,268.72

380000~ww TD
Equip

DPC/RTU 25,570.16

380000-ww TD
Equip

Telemetry equip 18,389.48

397 MiscEquip 3970000~ww
Misc Equip

eyewash 10,713.43 10,713.43

Total 4,276,038.98

Arizona-American Water Company ,
Mohave Wastewater District
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Figure 1

MOHAVE SEWER CERTIFICATED AREA

Mohave County
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Figure 2

LOCATION OF MOHAVESEWER DIVISION
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FIGURE PA

MOHAVE SEWER SYSTEMATIC FLOW DIAGRAM
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FIGURE CB

MDHAVE SEWER SYSTEMATIC FLOW DIAGRAM
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FIGURE AC

MOHAVE SEWER SYSTEMATIC FLOW DIAGRAM
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FIGURE 4A

WASTEWATER FLOW FROM ARIZONA GATEWAY SERVICE AREA (IN MOHAVE

WASTEWATERDIVISION)
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FIGURE 4B

WASTEWATER FLOW FROM WISHING WELL SERVICE AREA (MOHAVE

WASTEWATER DISTRICT)
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FIGURE 5

PROJECTED AND ACURATE GRO H IN MOHAVE WASTEWATER DISTRICT



NARUC
Acct #

Company's
Acct #.

Depreciable Plant Decision
#69440

Rate (%)
Mohave WW

District
proposed

Staff
Recommended

Rate(%)

301 301000 Organization 0.00 0
302 302000 Franchises 0.00 0

303
303200
303300
303500
303600

Land & LandRights
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG

0.00
0.00
0.00
0.00

304
304100
304200
304300
304400
304510
304600
304700

Structure Improvements
Structure Improvements SS
Structure Improvements P
Structure Improvements WT
Structure Improvements TD
Structure Improvements AG Cap Lease
Structure Improvements Office
Structure Improvements Store, Shop,Garage

0.00
0.00
0.00
0.00
0.00
0.00
0.00

305 305000 Collection & Improvement 0.00

307 307000 Wells & Springs 0.00

311
311200

Pump Equipments
PumpEquipments Electnlc 0.00

320
320100

Water Treatment Plant
Water Treatment Plant Non-Media 0.00

330
330000

Reservoirs & Standpipes
Reservoirs & Standpipes 0.00

331
331001
331100
331200
331300

Mains, Transmissions
TD Mains Not Classified by
TD Mains 4 in & less
TD Mains 6 in to 8 in
TD Mains 10 into 16in

0.00
0.00
0.00
0.00

333 333000 Services 0.00
334

334100
334200

Meters
Meters
Meter installation

0.00
0.00

335 335000 Hydrants 0.00
340

340100
340200
340300

Office Furniture
OHice Furniture& equipment
Computer & Pedph equipment
Computer software

4.04
4.04
37.71

341
34100

Transportation
Transportation Equipment Lt Duty Trucks 0.00

342 342000 Stores Equipment N/A
343 343000 Tool, Shop, Garage Equipment N/A
344 344000 Lab Equipments N/A
345 345000 Power Operated Equipment N/A
346

346100
346200
346300

CommunicationEquipments

Communication Equip non-telephone

Communication Equip telephone

Communication Equip Other

3.66
9.76
6.19

351 351000 Wastewater ("WW") Organization N/A N/A 0
352 352000 WW Franchise 0.00 N/A 0

Alizoua American Water Company

Mohave District - Wastewater

Docket No. WS-01303A-06_0491

Page 20

Figure 6 Depreciation Rates for Mohave - Wastewater



353 Land & Land Rights N/A N/A 0
354

354200
Structure Improvements
WW Collection: Structures and Improvements 2.80 2.80 2.80

355 N/A Power Generation Equipment N/A N/A 5.00
360 360000 WW Force Mains 1.00 2.00 2.00
361 361100 WW collection Mains 1.00 2.00 2.00
362 362000 I _clad collectionsrrucnnaw w 1 .00 2.00 2.00
363 363000 WW sewer service connections 2.04 2.04 2.04
364 364000 Flow Measuring Devices 5.42 5.42 10.00
365 N/A FlowMeasuringInstallations N/A N/A 5.00
370 380650 Receiving Well N/A N/A 5.00
371 371100 WW pumpequipment:electric 5.42 5.42 5.42
374 N/A Reuse Distribution Reservoir N/A N/A 2.50
375 N/A Reuse Transmission and Distribution System N/A N/A 2.00
380

380100

380300
380500

380600

Treatment & Disposal Equipment
WW Treatment & Disposal Equipment:
Sedimentation tankdACC
Treatment 8: Disposal Equipment: sludge dry/filter
Treatment & Disposal Equipment: chemical treatment
plant
WW Treatment & Disposal Equipment other disposal

3.60

5.00
5.00

5.00

3.60

5.00
5.00

5.00

3.60

5.00
5.00

5.00

381 N/A Plant Sewers N/A N/A 5.00
382 382000 ww Outfall Line N/A N/A 4.00
389 389100 WW Other Plant & Misc Equipment Inf N/A N/A

I

6.67
390 390000 Office Furniture & Equipments N/A N/A 6.67
39] 391000 WW transportation equipment N/A N/A 15.00
392 392000 WW stores equipment N/A N/A 4.00
393 393000 Wastewater Tools, Shop, Garage Equipment 4.47 4.47 4.47
394 344000 Lab equipments 3.71 3.71 3.71
395 N/A 1 1Power erased Equipment N/A N/A 5.00
396 396000 uipmentICommunication N/A 10.30 10.30
397 397000 WW Misc Equipment N/A 5.10 5.10
398 39800 Other plants N/A 0.00 0.00

Arizona American Water Company

Mohave District Wastewater

Docket No. WS-01303A-06-0491
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FIGURE 7
TARIFF SCHEDULE

UTILITY: Arizona-American Water Company -
DOCKET NO.: WS-01303A-08-0227

DECISION NO.
EFFECTWE DATE :

OFF-SITE FACILITIES HOOK-UP FEE

1. Purpose and Applicabilitv

The purpose of the off-site facilities hook-up fees payable to Arizona-American Water Company
- Mohave Wastewater District ("the Company") pursuant to this tariff is to equitably apportion
the costs of constructing additional off-site facilities to provide wastewater treatment plant
facilities among all new service laterals. These charges are applicable to all new service laterals
established after the effective date of this tariff The charges are one-time charges and are
payable as a condition to Company's establishment of service, as more particularly provided
below.

11. Definitions

Unless the context otherwise requires, the definitions set forth 'm R-14-2-601 of the Arizona
Corporation Commission's ("Commission") rules and regulations governing sewer utilities shall
apply interpreting this tariff schedule. -

"Applicant" means any party entering into an agreement with Company for the installation of
wastewater facilities to serve new service laterals, and may include Developers and/or Builder of
new residential subdivisions.

"Company" means Arizona-American Water Company - Mohave Wastewater District -

"Collection Main Extension Agreement" means any agreement whereby an Applicant, Developer
and/or Builder agrees to advance the costs of the installation of wastewater facilities to the
Company to serve new service laterals, or install wastewater facilities to serve new service
laterals and transfer ownership of such wastewater facilities to the Company, which agreement
does not require the approval of the Commission pursuant to A.A.C. R-14-2-606, and shall have
the same meaning as "Wastewater Facilities Agreement".

"Off-site Facilities" means the wastewater treatment plant, sludge disposal facilities, effluent
disposal facilities and related appurtenances necessary for proper operation, including
engineering and design costs. Offsite facilities may also include lift stations, transportation
mains and related appurtenances necessary for proper operation if these facilities are not for the
exclusive use of the applicant and benefit the entire wastewater system.



TREATMENT PLANT HOOK-UP FEE TARIFF TABLE

Service Lateral Size Factor Fee

4-inch 1 $785*
6-inch 2 $1,570
8-inch 3% $2,748

Arizona American Water Company
Mohave District - Wastewater
Docket No. WS-01303A-06-0491
Page 23

"Service Lateral" means and includes all service laterals for single-family residential or other
uses.

111. Off-Site Facilities Hook-up Fee

For each new service lateral, the Company shall collect an off-site facilities hook-up fee as listed
in the following table: .

* Established per Decision No. 69440.

Iv. Terms and Conditions

(A) Assessment of One Time Off-Site Facilities Hook-up Fee: The off-site facilities hook-up
fee may be assessed only once per parcel, service lateral, or lot within a subdivision (similar to a
service lateral installation charge).

(B) Use of Off-Site Facilities Hook-up Fee: Off-site facilities hook~up fees may only be used
to pay for capital items Of off-site facilities, or for repayment of loans obtained for installation of
off-site facilities. Off-site hook-up fees shall not be used for repairs, maintenance, or operational
purposes.

(C) Time of Pavrnent:

(1) In the event that the person or entity that will be constructing improvements ("Applicant",
"Developer" or "Builder") is otherwise required to enter into a Collection Main Extension
Agreement, payment of the fees required hereunder shall be made by the Applicant,
Developer or Builder when operational acceptance is issued for the on-site wastewater
facilities constructed to serve the improvement.

(2) In the event that the Applicant, Developer or Builder for sen/ice is not required to enter
into a Collection Main Extension Agreement, the charges hereunder shall be due and
payable at the time wastewater service is requested for the property.

(D) Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
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by Applicant, Developer or Builder and conveyed to Company is less than the applicable off-site
hook-up fees under this Tariff Applicant, Developer or Builder shall pay the remaining amount
of off-site hook-up fees owed hereunder. If the total cost of the off-site facilities contributed by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff; Applicant, Developer or Builder shall be refiinded the difference
upon acceptance by the Company (of the off-site facilities).

(E) Failure to Pay Charges, Delinquent Pavments: The Company will not be obligated to
provide wastewater service to any Developer, Builder or other applicant for service in the event
that the Developer, Builder or other applicant for service has not paid in full all charges
hereunder. Under no circumstances will the Company correct service or otherwise allow service
to be established if the entire amount of any payment has not been paid.

(F) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company pursuant
to die off-site facilities hook-up fee tariff shall be non-refundable contributions in aid of
construction.

(G) Use of Off-Site Hook-Up Fees Received: A11 funds collected by the Company as off-site
facilities hook-up fees shall be deposited into a separate interest bearing trust account and used
solely for the purposes of paying for the costs of off-site facilities, including repayment of loans
obtained for the installation of off-site facilities.

(H) Off-Site Facilities Hook-up Fee in Addition to On-site Facilities: The off~site facilities
hook-up fee shall be in addition to any costs associated with the construction of on-site facilities
under a Collection Main Extension Agreement.

(I) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing fLulds collected pursuant to the off-site facilities hook-up fees, or if the off-
site facilities hook-up fee has been terminated by order of the Arizona Corporation Commission,
any funds remaining in the trust shall be refunded. The manner of the refund shall be determined
by the Commission at the time a refund becomes necessary.

(J) Status Reporting Requirements to the Commission: The Company shall submit a calendar
year Off-Site Facilities Hook-Up Fee status report each January 31" to Docket Control for the
prior twelve (12) month period, beginning January 31, 2009, until the hook-up fee tariff is no
longer in effect. This status report shall contain a list of all customers that have paid the hook-up
fee tariff the amount each has paid, die amount of money spent from the account, the amouNt of
interest earned on the tariff account, and a list of all facilities that have been installed with the
tariff funds during the 12 month period.
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1 1. INTRODUCTION

2

3

Q-

A. My business address is 1200 West Washington Street,

4

Please state your name and business address.

My name is Dorothy Heins.

Phoenix, Arizona 85007.

5

6 Q .

7

8

Are you the same Dorothy Hairs who has previously filed testimony in this Arizona-

American Water Company ("Arizona-American" or "Company") Sun City Sewer

and Sun City West Sewer rate proceeding?

9 A. Yes.

10

11 Q-

12

13

14

15

16

17

18

19

20

21

22

What is the purpose of your Surrebuttal Testimony?

In my testimony I will respond to dire issues raised in the Company's Rebuttal Testimony.

(1) the Company argues against Staffs recommendation in my Direct Testimony that

Arizona-American reduce its water loss to below 10 percent before it files its next rate

increase application and/or CC&N application and/or financing application, whichever

comes first, (2) the Company's proposed small meter replacement program, and (3) the

Company also argues against Staff s recommendations in my Direct Testimony to disallow

certain plant costs associated with arsenic removal. Staff also would like to take this

opportunity to replace the depreciation tables for the water districts of Agua Fria, Havasu,

Mohave Water Paradise Valley, Sun City West Water and Tubac. Finally, Staff comments

on the Company's plan to construct a central plant treatment option to treat the Tubac

District water supply.

23



Water Loss (%) in
district

Havasu Mohave Water Paradise Valley

2004 20.8 13.89 10.38
2005 7.54 12.25 10.28

2006 30.46 12.22 12.47
2007 13.34 14.39' 9.59

Surrebuttal Testimony of Dorothy Hairs
Docket No. W-01303A-08-0227
Page 2

1

2

3

11.

Q-

WATER LOSS

4

Is water loss in excess of 10 percent a new issue for the districts in question?

No. Water loss over 10 percent has been an on going problem in the Company's Mohave

Water, Havasu and Paradise Valley districts for some years. The table below is a summary

of the water loss in these three districts from 2004 through 2007, the data used to calculate

these amounts came from Company Annual Reports. Staff believes this data suggests that

the Company has not been aggressive enough in taking action to correct the problem.

5

6

7

8

9

10

11

12

Although the Company has various on-going meter and other infrastnlcture replacement

programs to address the issue, it is not clear to Staff that the Company has actually

implemented these programs in all districts.

Q~ The Company argued that it is not cost effective to reduce water loss below 10 percent

in the current difficult economic climate. Does Staff agree with the Company?

13

14

15

16

17

18

19

A. Staff agrees with the Company that to reduce water loss below 10 percent could be costly.

However, water loss reduction is part of the Company's routine maintenance program and

reasonable costs can be recovered in rates. The Company has an obligation to properly

maintain its system even in difficult times. Staffs recommendation provides the Company

A.

1 14.39% was water loss occurred in the Bullhead City System in 2007.
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the opportunity to provide a detailed report demonstrating to the Commission that water

loss reducion to less than 10 percent is truly cost prohibitive and not cost effective

4 Q- Are Staffs recommendations regarding the water loss issue for the Company new

5

6

7

A. No. Similar recommendations were made by Staff in a previous Company rate case

Staffs water loss recommendations in Docket No. W-01303A-07-0209 were approved by

the Commission in Decision No. 70351

111. ARSENIC TREATMENT PLANT TREATMENT CAPACITY ADJUSTMENTS9

10

11

Agua Fria Water Arsenic Treatment Plant No. 5

Q Please respond to the Company's Rebuttal Testimony

In the Agua Fria system, the Company has installed an arsenic removal plant consisting of

four ll-foot ("ft') diameter vessels. Three 11-ft diameter vessels filled with media can

adequately remove arsenic to meet die arsenic standard under the manufactures

recommended normal loading rate of 5 gallons per minute per square feet ("rpm/sq ft"). In

the event. one vessel is out of service (for maintenance, etc.), the other two vessels can

operate at a rate of 8 rpm/sq ft (which is the manufactures recommended maximum

loading rate), therefore 1,520 rpm of treated capacity is available, which is more than

enough to treat the 1,400 rpm of total well capacity

21 Q Is Staff still recommending a $143,485 plant adjustment?

No. After further review of the invoices for the Agua Fria Arsenic Treatment Plant No. 5

Staff believes that Staffs $143,485 estimate was overstated and should be reduced

Therefore, Staff" s recommended Agua Fria Arsenic Treatment Plant No. 5 plant adjustment

is now $126,352



Surrebuttal Testimony of Dorothy Hairs
Docket No. W-01303A-08-0227
Page 4

1 Havasu Arsenic Treatment Plant

2 Q-

3

4 A.

5

6

Does Staff still believe that the arsenic treatment plant in Havasu Water District

includes excess capacity? Please explain.

Yes. An arsenic treatment plant using media adsorption needs 120 square feet of surface

area to remove arsenic when treating a total 600 rpm well capacity (plant is operating at a

loading rate of 5gpm/sq ft). Two 14-ft diameter vessels provide a 308 square feet surface

area which is more than double the capacity needed. The Company has installed an arsenic

treatment plant consisting of two 14-ft diameter vessels.

7

8

9

10 Q-

11

12

13

14

Does Staff still believe that a 14-ft diameter vessel is adequate? Please explain.

A 14-it diameter vessel filled with media will provide adequate surface area, however,

operational problems are created during media replacement by the use of a single vessel.

Therefore Staff has concluded that two 10-ft diameter vessels should have been used in lieu

of two 14-ft diameter vessels. Two 10-it diameter vessels should be adequate to treat a 638

rpm flow capacity. In the event one vessel is out of service, the other 10-it diameter vessel

can operate at a rate of 8 rpm/sq ft, thereby providing, a 628 rpm of treatment capacity.

This is more than enough to treat the 600 rpm of total well capacity.

15

16

17

18

19

20

Q- Based on the foregoing, did Staff calculate a new plant adjustment for Havasu Water

21

22

23

24

A.

A.

District?

No, Staff is still recommending the same plant adjustment of $143,485 for Havasu Water

District. When Staff recalculated a plant adjustment based on a unit cost of $349/sq ft

(approximately $35.6/gallon) for a 10-ft diameter vessel versus $344/sq ft (approximately

$30/gallon) for the 14-ft diameter vessel, the cost difference was less Dian $400.
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Therefore, Staff continues to recommend a plant adjustment of $143,485 for the Havasu

Water District.

Sun City West Arsenic Treatment Plant No. 2

Q, Has Staffs position with regard to its Sun City West Arsenic Treatment Plant No. 2

plant adjustment changed? If so, please explain.

After reviewing the Rebuttal Testimony of Company witness Mr. Gross, Staff now

understands that the Company operates the subject plant at a total well capacity of 1,790

rpm (although the Approval of Construction documented the totaled flow to Plant No 2

was 1,700 rpm). Therefore, based on the higher flow rate, Staff now concludes that the

Company should have installed four ll-ft diameter vessels instead of four 12-ft diameter

vessels. When one ll-ft diameter vessel is out of service, the remaining treatment units

would be operated at 8 rpm/sq ft, providing 2,200 rpm of treatment capacity which is .more

than adequate to treat the total well capacity of 1,790 rpm.

Q-

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

A.

A.

Is Staff still recommending a $143,485 plant adjustment for Sun City West Water

District?

No. Staffs estimated cost for four 11-ft diameter vessels is $483,300 and its estimated cost

for four 12-ft diameter vessels is $575,380. Therefore, Staff is now recommending a

$92,080 plant adjustment for Sun City West Water District (the difference between

$483,300 and $575,380 equals $92,080).
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1

2

IV. DEPRECIATION TABLES FOR WATER DISTRICTS

Please explain why Staff is revising its recommended Depreciation Tables for the

water districts in this rate application

With reference to Company Data Request No. 2 (docketed on February 4, 2009), the

Company requested that Staff consider revised depreciation rates for computer 8;

peripheral equipment (account #340200), transportation equipment light truck (account

#341100) and transportation equipment other (account # 341400). For computer &

peripheral equipment (account #340200) and transportation equipment light truck (account

#341100), Staff concludes that the Company's latest proposed rates are reasonable. For

account #341400 (transportation equipment- other (golf cart)), Staff recommends a 16.67

percent depreciation rate. Staff also corrects several typographical errors in the

Depreciation Rate table for the Agua Fria System. The revised depreciation tables

containing the depreciation rates Staff now recommends are attached

Q

15

16

v.

Q

ARSENIC TREATMENT TUBAC WATER DISTRICT

Have you reviewed the Company's Rebuttal Testimony filed by Jeffery W. Stuck

regarding the Conlpany's plan to construct a central plant treatment option to treat

the District's water supply

21 Q Do you agree with the benefits listed by the Company in support of the proposed

central plant treatment option

Yes. It is Staff understanding that ADEQ does not recommend Point-Of-Use ("POU")

devices in public water systems that serve more than 300 connections (according to the

testimony the District had an average of 535 customers during the test year). While Staff
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1

2

3

4

5

6

has not analyzed the cost estimates presented in Mr. Stuck's testimony it is reasonable to

conclude that operations and maintenance costs of a POU option increases significantly

when more than 300 connections are served. Staff believes that the Company's proposal is

consistent with recommendations provided by ADEQ. Further, ADEQ states in its POU

Guidance document, "The establishment of a POU program raises challenging issues for a

water system, including increased liability and private property access issues."

7

8 Q- Does this conclude your Surrebuttal Testimony?

9 Yes, it does.A.

\



NARUC
Acct #

Company's
Account #.

depreciable Plant Incision
#68310

(%5
Agua Fria
proposed

Staff
Recommended

Rate (%)

301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0
0
0
0
0

304
304100
304200
304300
304400
304600
304800 I l l

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
S1:ructure & Improvement office
Structure & movement Misc

2.50
1.67
1.67
0.00
1.68
0.00

2.50
1.67
1.67
1.67
2.03
0.00

2.50
1.67
1.67
1.67
4.63
0.00

305 305000 Collection & Impounding reservoirs 0.00 0.00 2.50
307 307000 Wells & Springs 2.52 2.52 3.33
310 310100 Power Generation Equip Other 0.00 4.42 4.42
311

311200
311300
311500 l l

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
P Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

4.42
4.42
4.42

320
320.1

i

320.2
320.3

320100

N/A

N/A

N/A
N/A
N/A

Water Treatment
Water Treatment Equipment
Water Treatment Equipment Non-
Media (arsenic removal equip)
Media Water Treatment Equipment
(pressurized vessels, arsenic removal

eqip )
Ion Exchange Treatment
Equip(arsenic removal equip)
Solution Chemical Feeder
Sludge Disposal Equipment (arsenic
removal plant)

4.00

N/A

N/A

N/A
N/A
N/A

4.00

N/A

N/A
N/A
N/A

7.06

5.00

4.00
5.00
5.00

330

330.1
330.2
331

I

!

i

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tanks
Pressure tanks

1 .67
N/A
N/A

1.67
N/A
N/A

1.67
1.67
5.00

331001
331100
331200
331300

332000

Transmission and Distribution
TD mains not classified by size
TD mains 4~inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

1 .53
N/A
N/A
N/A
N/A
N/A
0.00

1.53
1.53
1.53
1.53
N/A
0.00

1.53
1.53
1.53
1.53
2.00
2.00

Surrebuttal Testimony of Dorothy Hairs
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1

2

3

FIGURE 6 (revised)
DEPRECIATION R.ATES FOR WATER SYSTEMS (Agua Fria Water District)



333 333000 Services 2.48 2.48 2.48
334

334100
334200

Meters
Meters
Meter installations

2.51
N/A

2.51
2.51

2.51
2.51

335 335000 Hydrants 2.00 2.00 2.00

336 N/A Backflow Prevention Devices N/A N/A 6.67

339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

4.98
N/A
N/A

0
0

0
0

340

340.1

340100
340200

N/A I

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Co user Software

4.55
4.55
N/A

4.04
10.00
N/A

4.04
10.00
25.00

341
341100
341200

341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks
Transportation Equipment Other -
Golf Carts

25.00
N/A

N/A

N/A

20.00

25.00

25.00

20.00

15.00

16.67

342 342000 Store Equipments 3.92 3.92 3.92

343 343000 Tools Shop & Garage Equipments 4.14 4.02 4.02

344 344000 Lab equipments 3.71 0.00 3.71

345 345000 Power operated equipments 5.14 5.20 5.20

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

10.28
N/A

10.30
4.93

10.30
4.93

Sunebuttal Testimony of Dorothy Hairs
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision #
68310

Rate (%)
proposed

Staff
Recommended

Rate (%>
301 301000 Organization 0 0 0
302I 302000 Franchises 0 0 0
303

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0

304
304100
304200
304300
304400
304600
304800 I

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure 8; Improvement office
Structure &I movement Misc

2.79
0
0
0

2.03
N/A

2.58
0.00
0.00
0.00
2.58
0.00

2.58
0.00
0.00
0.00
2.58
0.00 I

305 305000 Collection & Impounding
reservoirs

2.54 2.58 2.54
i

307 307000 Wells & Springs 2.54 2.54 l
2.54

310 310100 Power Generation Equip Other 5.12 3.83 3.83
311

I
i

311200
311300
311500 I

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
P Equipment Other

3.71
0.00
0.00

3.83
0.00
0.00

i

I
1

3.83
0.00
0.00

I
320

320.1

I

m320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Plant EqtUpment
Water Treatment Plant (Non-Media
arsenic removal equip)
Water Treatment Plant (Media
arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equipment (arsenic
removal equip)

12.00

N/A

N/A
N/A

12.00

N/A

N/A
N/A

I
i

I

7.06
I

5.00

5.00
5.00

330
I

I

i 330.1
330.2

33000
N/A
N/A

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tank

2.33
N/A
N/A

2.33
N/A
N/A

2.33
2.33
5.00

331

i

i

.
1
1

331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Other Transmission and Distribution
Fire mains

2. 10
N/A
N/A
N/A
N/A
N/A
N/A
N/A

2.10
2.10
2.10
2.10
N/A
N/A
N/A

!
I
!
i
I
I

I

2.10
2.10
2.10
2.10
2.00
2.00
2.00

l
333 333000 Services 2.89 2.89 2.89

i

Surrebuttal Testimony of Dorothy Hairs
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS -Havasu



334
334100
334200

Meters
Meters
Meter installations

3.55
N/A
N/A

3.52
3.52

3.52
3.52

335 335000 Hydrants 0.00 1.99 1.99

336 N/A Backflow Prevention Devices N/A N/A 6.67

339
339100
3392500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

N/A
0
0

0
0

340

340.1

340100
340200

N/A l l  I

Office Furniture & Equipments
Office Furniture & Equipments
Computer 8: perish equipment
Co user Software

4.10
4.10
N/A

4.47
10.00
N/A

4.47
10.00
25.00

341
341100
341200
341400

Transportation Equipment
Transportation Equip, Lt Duty
Trucks
Transportation Equip, heavy Duty
Trucks
Transportation Equipment, Other -
Golf Cart

25.00

N/A

25.00
25.00

25.00

20.00
15.00

16.67

342 342000 Store Equipments 3.93 3.93 3.93

343 343000 Tools Shop & Garage Equipments 7.55 4.49 4.49

344 344000 Lab equipments 3.06 3.06 3.06

345 345000 Power operated equipments 9.23 2.55 2.55

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

4.10
8.37
6.19

8.37
6.19

347 Miscellaneous Equipment 6.19 N/A 6.19

o

Surrebuttal Testimony of Dorothy I-Iains
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision
#69440

Rate (%)
Mohave
Water

proposed

Sraii
Recommended

Rate (%)

301 301000 organization 0 0 0

302 302000 Franchises 0 0 0

303
303200
303300
303500
303600

Land & LandRights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0
0
0
0

304
304100
304200
304300
304400
304510

304600
304700

304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG Cap Lease
Structure & Improvement office
Structure 8: Improvement Store, Shop,
Garage
Structure & Improvement Misc

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

2.83
2.39
2.50
1.81

4.63
2.03

4.63
0.00

305 305000 Collection & Impounding reservoirs 2.54 2.54 2.54

307 307000 Wells & Springs 2.70 2.70 2.70

310 310100 Power Generation Equip Other N/A 0.00 5.00

311
311200
311300
311500

Pumping Equipment
Pump Equipment Electric
PumpEquipmentDiesel
Pump Equipment Other

5.12
N/A
N/A

5.12
0.00
0.00

5.12
5.00
5.00

320
320.1

320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Plant Equipment
Water Treatment Equipment Non-Media
(arsenic removal equip)
Water Treatment Equipment -Media
(arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equipment (arsenic
removal)

12.00

N/A
N/A
N/A

12.00

N/A
N/A
N/A

7.06

5.00
5.00
5.00

330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs & Standpipes
Storage Tank
Pressure TaM<

1.81
N/A
N/A

1.81
N/A
N/A

1.81
1.81
5.00

331
331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-mch
TD mains 10-inch to 16-inch

2.61
2.61
2.61
2.61

2.61
2.61
2.61
2.61

1.53
1.53
1.53
1.53

Surrebuttal Testimony of Dorothy Hairs
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (Mohave Water District)

y



332000

u l

TD mains 18-inch and larger
Fire Mains

N/A
N/A

N/A
N/A

2.00
2.00

333 333000 Services 5.41 5.41 2.89

334
334100
334200

Meters
Meters
Meter installations

6.53
6.53

6.53
6.53

6.53
6.53

335 335000 Hydrants 1.99 1.99 1.99

336 N/A Bacldlow Prevention Devices N/A N/A 6.67

339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

N/A
0
0

0
0

340

340.1

340100
340200
340300 I

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Co user software

4.04
4.04
37.71

4.04
10.00
37.71

4.04
10.00

25

341
341100
341200

341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Trucks
Transportation Equip, Other -. Golf
Carts

25.00

N/A

N/A

20.00

25.00

25.00

20.00

15.00

16.67

342 342000 Store Equipments 3.93 3.93 3.93

343 343000 Tools Shop & Garage Equipments 11.70 11.70 4.49

344 344000 Lab equipments 3.30 3.30 10.00

345 345000 Power operated equipments 13.90 13.90 4.64

346
346100
346200
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip telephone
Communication Equip Other

3.66
9.76
6.19

3.66
9.76
6.19

3.66
9.76
6.19

P
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NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision #
68858

l a t e
proposed

Sta
Recommended

Rate (%)

301 301000 Organization 0 6 0
302 302000 Franchises 0 0 0

303
303200
303300
303500
303600

Land & Land Rights
Lalld & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

0
0
0
0

304
304100
304200
304300
304400
304500
304600
304700

304800 l

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement AG
Structure & Improvement office
Structure & Improvement store, shop,
garage
Structure & I movement Misc

14.59
3.99
2.00
1.50
4.63
4.63

4.63
4.63

14.59
3.99
2.00
1.50
3.99
0.00

3.99
3.99

i

2.50
3.99
2.00
1.50
3.99
0.00

3.99
3.99

307 307000 Wells & Springs 2.48 2.48 2.48 i

310 310100 Power Generation Equip Other N/A 4.39 I4.39

311
311200
311300 I

PumpingEquipment
Pump Equipment Electn'c
Pu Equipment Diesel

4.39
4.39

4.39
4.39

i4.39
4.39

320
320.1

320.2
320.3

320100

N/A
N/A

Water Treatment
Water Treatment Plant Equip
Water Treatment Equipment Non-
Media (arsenic removal equip)
Chemical Solution Feeders
Sludge Disposal Equip (arsenic
removal)

7.06
N/A
N/A

7.06
N/A
N/A

I
I

1
I

i

7.06
5.00
5.00

330
33000

Distribution Reservoirs &
Standpipes

Distribution Reservoirs & Standpipes
3.15 3.15 I3.15

331

I

Z
1

331001
331100
331200
331300

332000

Transmission and Distribution
TD mains Not Classified by Sizes
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch
TD mains 18-inch and larger
Fire Mains

0
4.17
2.52
2.34
N/A
N/A

0
4.17
2.52
2.34
N/A
NlA

i

!

I

I
i.
I
i

0
4. 17
2.52
2.34
2.00
2.00

333 333000 Services 4.72 4.72 i4.72

334
\

I

I

I

i

334100
334200

Meters
Meters
Meter installations

7.21
1.51

7.21
1.51

I
2.51
1.51

335 335000 Hydrants 2.10 2.10 2.10

336I N/A Backflow Prevention Devices N/A N/A 6.67

Surrebuttal Testimony of Dorothy Hairs
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS -1 Paradise Valley



338
339600

Other Plant & MiscEquipment
Other P/E CPS 0 0.00 0.00

340

340.1

340100
340200
340500
340300 \

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Other Office Equipment
Co user software

4.04
15,89
7.13
37.71

4.04
10.00
7.13
37.71

4.04
10.00
7.13
25

341
341100
341300
341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip Autos
Transportation Equip, Other - Golf
Carts

28.05
7.80

0.93

20.00
7.80

25.00

20.00
7.80

16.67

342 342000 Store Equipments N/A N/A 4.00

343 343000 Tools Shop & Garage Equipments 3.61 3.61 3.61

344 344000 Lab equipments N/A N/A 10.00

345 345000 Power operated equipments 4.64 4.64 4.64

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

9.76
7.91

9.76
7.91

9.76
4.93

Surrebuttal Testimony of Dorothy Hairs
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I NARUC
Acct #

Company's
Account #.

Depreciable Plant Decision
#68310

Rate (%)
SUD City

West Water
proposed

Staff
Recommended

Rate (%)

301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

303200
303300
303500
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Land & Land Right TD
Land & Land Right AG

0
0
0
0

0
0
0
0

i

0
0
0
0

304
304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
Structures and Improvements WT
Structure & Improvement TD
Structure & Improvement office
Structure & Improvement Misc

2.50
1.67
1.67

0
1.68

0

2.50
1.67
1.67
1.67
2.12
0.00

2.50
1.67
1.67
2.00
4.63
0.00

305 305000 Collection & Impounding reservoirs 0.00 0.00 I0.00
307 307000 Wells & Springs 2.52 2.52 2.52 !

!

310 310100 Power Generation Equip Other 0.00 4.42
311

311200
311300
311500 l l  I

Pumping Equipment
Punntp Equipment Electric
Pump Equipment Diesel
P Equipment Other

4.42
4.42
4.42

4.42
4.42
4.42

4.42
5.00
5.01

320
320.1

320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Equipment
Water Treatment Equipment (Non-
Media arsenic removal equip)
Media Water Treatment Equipment
(pressurized vessels arsenic removal
equip)
Solution Chemical Feeder
Sludge Disposal Equipment (arsenic
removal)

4.00

N/A
N/A

N/A

4.00

N/A
N/A

N/A

7.06
i
I

5.00
5.00

i
I

5.00
330

330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distribution Reservoirs 8: Standpipes
Storage Tanks
Pressure tanks

1.67
N/A
N/A

1 .67
N/A
N/A

i
i

I
1.67

1.67

5.00 l

331
I

331001
331100
331200
331300
332000

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD 1IlHiDS 10-inch to 16-inch
FireMains

1.53
N/A
N/A
N/A
N/A
0.00

1.53
1.53
1.53
1.53
1.53

i
i

i

i

1.53
1.53
1.53
1.53
1.53

333 333000 Services 2.48 2.48 2.48
334l

1 334100
Meters

Meters 2.51 2.51
l
I2.51

Surrebuttal Testimony of Dorothy Hairs
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FIGURE 6 (revised)
DEPRECIATION R.ATES FOR WATER SYSTEMS (SUB City West Water)



334200 Meter installations N/A 2.-3i 2.51

335 335000 Hydrants 2.00 2.00 2.00

336 N/A Backflow Prevention Devices N/A N/A 6.67

339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E SS

4.98
0
0

0
2.00

340

340.1

340100
340200
N/A l I

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Co user Software

4.55
4.55
N/A

4.59
10.00
N/A

4.59
10.00
25.00

341
341100
341200
341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Equip, heavy Duty
Tricks
Transportation Equip, Other .- Golf
Cans

25.00
N/A
N/A
N/A

20.00
25.00
25.00

20.00
15.00
16.67

I 342 342000 Store Equipments 3.92 4.02 3.91

343 343000 Tools Shop & Garage Equipments 4.14 4.02 4.02

344 344000 Lab equipments 3.71 3.71 3.71

345 345000 Power operated equipments 5.14 5.02 5.02

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other

10.28
N_£A;

10.30
4.93

10.30
4.93

u

Surrebuttal Testimony of Dorothy Hains
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NARUC
Acct #

.
I

Company's
Account #.

Depreciable Plant Approved
Rate

(Decision #
67093)

Proposed
Rate (%)
(Tubac)

Staff
Recommended

Rate (%)

301 301000 Organization 0 0 0
302 302000 Franchises 0 0 0
303

I

!
I

303200
303300
303400
303500-
303600

Land & Land Rights
Land & Land Rights SS
Land & Land Rights P
Mud & Land Rights WTLand & L2lDd
Right TD
Mnd & Land Right AG

0
0
0
0
0
0

0
0
0
0
0

I 304

I

305

304100
304200
304300
304400
304600
304800

Structures & Improvements
Structure & Improvement SS
Structure & Improvement P
S1Iuctu.res and Improvements WT
Structure & Improvement TD
Structure 8: Improvement office
Structure & Improvement Misc

2.40
1.94

0
1.92
2.89

2.21
2.21
2.21
2.21
2.21

0

2.21
2.21
2.21
2.21
2.21

0
305000 Collection & Impounding reservoirs 0 0 0

307 307000 Wells & Springs 3.08 3.08 3.08
I

310 310100 Power Generation Equip Other 0 4.24 4.24
311

I
i
I

311200
311300
311500

Pumping Equipment
Pump Equipment Electric
Pump Equipment Diesel
Pump Equipment Gas/Other

4.24
5.00
4.24

4.24
4.24
4.24

4.24
4.24
4.24

320
320.1I

!

Ii

i
320.2
320.3

320100

N/A

N/A
N/A

Water Treatment
Water Treatment Equipment
Water Treatment Equipment (Non-
Media arsenic removal equip)
Media Water Treatment Equipment
(pressurized vessels arsenic removal

equip)
Solution Chemical Feeder
Sludge Disposal Equipment (arsenic
removal)

4.00

N/A
N/A

N/A

4.00

N/A
N/A

N/A

7.06

5.00
5.00

5.00
330

i 330.1
330.2

33000
N/A
N/A

Distribution Reservoirs & Standpipes
Distzibudon Reservoirs & Standpipes
Storage Tanks
Pressure Tanks

1.62
N/A
N/A

1.62
N/A
N/A

1.62
2.22
5.00

3311
I
I
i

1

I

331001
331100
331200
331300

Transmission and Distribution
TD mains not classified by size
TD mains 4-inch & less
TD mains 6-inch to 8-inch
TD mains 10-inch to 16-inch

1.97
1.97
1.97
1.97
2.34

1.97
1.97
1.97
2.34

333 333000 Services 2.45 2.45 2.45
334

I

334100
Meters

Meters
2.42

2.42 2.42

c
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FIGURE 6 (revised)
DEPRECIATION RATES FOR WATER SYSTEMS (Tubac)
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334209 Meter installations 2.42 2.42
335 335000 Hydrants 1.97 1.97 1.97

336 N/A Backflow Prevention Devices N/A N/A 6.67

339
339100
339500

Other Plant & Misc Equipment
Other P/E Intangible
Other P/E TD

0
0.00

0
0.00

340

340.1

340100
340200
N/A |  I

Office Furniture & Equipment
Office Furniture & Equipments
Computer & perish equipment
Co user Software

3.28
3.28
N/A

10.83
10.00
N/A

3.28
10.00
25.00

341
341100
341200
341400

Transportation Equipment
Transportation Equip, Lt Duty Trucks
Transportation Eqmlp, heavy Duty
Tracks
Transportation Equip, Other .- Golf
Carts

25.00
N/A
N/A
N/A

20.00
25.00
25.00

20.00
15.00
16.67

342 342000 Store Equipments 4.00 3.59 3.59

343 343000 Tools Shop & Garage Equipments 3.42 3.59 3.59

344 344000 Lab equipments 0.00 0.0 0.0

345 345000 Power operated equipments 0.00 4.64 4.64

346
346100
346300

Communication Equipments
Communication Equip non-telephone
Communication Equip Other (misc)

5.03
4.93

5.03
4.93

5.03
4.93

Q
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EXECUTIVE SUMMARY
ARIZONA AMERICAN WATER COMPANY

DOCKET no. W-01303A.08-0227

Arizona-American Water Company is an Arizona for-profit Class A public service corporation
providing water and wastewater service to approximately 130,000 customers located throughout
Arizona. The present application is for approximately 76,000 of the Company's 130,000
customers. On May 2, 2008, Arizona-Arnerican Water Company ("Arizona-American" or
"Company") ilea a general rate application. The application shows that Arizona-American
reported a net loss of $4.6 million for the test year ended December 31, 2007 for the seven
Districts in its application. Arizona-American requests a combined $19,961,632 revenue
increase to provide a 50.2 percent increase in revenue. .

Agua Fria Water proposes test year total operating expenses of $16,217,325. Staff recommends
four operating expense adjustments resulting in Anet reduction of $239,397.

Havasu Water proposes test year total operating expenses of $1,158,005. Staff recommends
three operating adjustments resulting M a net reduction of $160,293 .

Mohave Water proposes test year total operating expenses of $5,076,491. Staff recommends
three operating adjustments resulting in a net reduction of $488,760.

Mohave Wastewater proposes test year total operating expenses of $780,542. Staff recommends
two operating adjustments resulting in a net increase of $47,045 .

Paradise Valley Water proposes test year total operating expenses of $6,296,235
recommends four operating adjustments resulting in a net reduction of $311,720.

Staff

Sun City West Water proposes test year total operating expenses of $5,114,006.
recommends three operating adjustments resulting in a net reduction of $80,308.

Staff

Tubac Water proposes test year total operating expenses of $465,453. Staff recommends three
operating adjustments resulting in a net increase of $11,148.

The testimony of Mr. Gary McMurry presents Staffs recommendation in the areas of operating
income and expenses. Staffs recommendations include as many as four operating expense
adjustments (tank maintenance accrual, depreciation expense, chemical expenses, property tax
expense, and income tax expense) per water system.
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1 1. INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 A.

4

5

My name is GaryMcMurry. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("ACC" or "Comlnission") in the Utilities Division ("StafF').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Please describe your educational background andprofessional experience.

8

9

10
L.

11

12

I received a Bachelor of Science degree in Business Administration with a major in

Accounting Hom the University of Arizona in 1980. I have since been awarded two

professional designations, one as a Certified Internal Auditor and the other as a Certified

Fraud Examiner, alter successfully meeting the prescribed requirements established by

both professional organizations.

13

14

15

16

17

My prior work experience includes approximately 20 years of auditing (both internal and

external), five additional years as a bank examiner, and two years of investigations work.

Prior to joining the Commission, Iwis employed by the Office of Audit and Analysis for

the Department of Transportation primarily as a construction auditor.

18

19

20

21

22

23

24

25

In 2007, I began employment at the Commission as a Public Utilities Analyst W in the

Finance and Regulatory Analysis Section. Since coming to the Commission, I have

participated in a number of rate cases and other regulatory proceedings involving water

and gas utilities. I have also attended various seminars and classes on general regulatory

and business issues, including the National Association of Regulatory Utility

Commissioners ("NARUC") Utility Rate School and the Institute of Public Utilities

Annual Regulatory Studies Program ("Camp NARUC").

26

A.
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1 Q-

2 A.

3

4

5

Briefly describe your responsibilities as a Public Utilities Analyst.

I am responsible for the examination and verification Of financial and statistical

information included in assigned utility rate applications. develop revenue requirements,

design rates, and prepare written reports, testimony and schedules to present Staffs

recommendations to the Commission. I am also responsible for testifying at formal

6 hearings on these matters.

7

8 Q- What is the purpose of your testimony in this case?

9

10

11

12

The purpose of my testimony is to present Staffs analysis and recommendations

regarding the application by Arizona-American Water Company ("Arizona-American" or

"Company") for a permanent rate increase for seven of its systems. I will present Staffs

recommendation in the areas of test year operating income and expense adjustments.

13

14 Q- What is the basis of your recommendations?

15 A. I performed a regulatory audit of the Company's records to determine whether sufficient,

16

17

18

19

20

21

relevant and reliable evidence exists to support the proposals in Arizona-American's rate

application. My regulatory audit consisted of the following: (1) examining and testing

Arizona-American's accounting ledgers, reports and supporting documents, (2) checldng

the accumulation of amounts in the records, (3) tracing recorded amounts to source

documents, and (4) verifying that the Company applied accounting principles were in

accordance with the NARUC Uniform System of Accounts ("USOA").

22

A.
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1 Q-

2

3

4

5

6

7

8

9

10

11

12

13

How is your testimony organized?

My testimony is presented in nine sections. Section I is this introduction. Section II

provides a background of the Company. Section III is a summary ofStaff s recommended

operating income and expense adjustments for the Agua Fria Water system. Section W is

a summary of Staffs recommended operating income and expense adjustments for the

Havasu system. Section V is a stumnary of Staffs recommended operating income and

expense adjustments for the Mohave Water system. Section VI is a summary of Staffs

recommended operating income and expense adjustments for die Mohave Wastewater

system. Section VII is a summary of Staffs recommended operating income and expense

adjustments for the Paradise Valley Water system. Section VIII is a summary of Staffs

recommended operating income and expense adjustments for the Sun City West Water

system. Section IX is a summary of Staffs recommended operating income and expense

adjustments for the Tubac Water system.

14

15 11. BACKGROUND

.16 Q- Would you please review the pertinent background information associated with the

17 Company's application for a permanent rate increase?

18

19 130,000 customers located duroughout

20

Yes. Arizona~American is a Class A public service corporation servicing approximately

Arizona. The present application is for

Arizona-American is a

21

approximately 76,000 of the Company's 130,000 customers.

wholly owned subsidiary of American Water Works ("AWW"), the largest investor

22 0wned utility in the United States with 19 separate state subsidiaries including California,

23 Ohio, and Texas. Arizona-A1nerica11's application indicates that its shareholders are

24 Hustrated by both the inadequate authorized return and the opportunity to earn that return

25 in Arizona.

26

A.

A.
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1 Q_ What test year did Arizona-American use in its filing?

2 Arizona-American's rate filing is based on the twelve months ending December 31, 2007.

3

4 111. SUMMARY OF STAFF'S OPERATING INCOME AND EXPENSE ADJUSTMENTS

FOR THE AGUA FRIA SYSTEM

Please summarize Staffs operating income adjustments for the Agua Fria District.

5

6

7

8

9

10

11

12

Q.

A. Operating Expenses:

Tank Maintenance Accrual - This adjustment removes $469,568 in accruals related to the

water tank maintenance program.

Depreciation Expense - This adjustment removes $295,690 in depreciation expense

claimed primarily on plant additions that were not placed into service until after the test

year.

Chemical Expense Adjustment - This adjustment recognizes a reduction of $142,065 in

chemical expense to remove a double count of expense in the Agua Fria District.

13

14

15

16

17

18

19

20

21

A.

Income Taxes - This adjustment increases income taxes by $667,926 to reflect the

application of statutory State and Federal income tax rates to Staff's test year taxable

income.
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1

2

Agua Fria Operating Expense A¢8ustment No. 1 - Tank Maintenance Accrual

Q. What did the Company propose with respect to the Tank Maintenance Accrual

3

4

adjustment?

The Company proposed a water tank maintenance program, which wi l l  increase i ts

operat i ng ex penses by  $437,819 to a l l ow the Com pany to per f orm  inspect i ons,

maintenance, and repairs to water tanks throughout the Central and Eastern Regions.

5

6

7

8

9

10

Q. What historical tank maintenance procedures were performed by Arizona-American

11

12

13

14

over the past ten years?

In response to Staff data request GTM-8. 17, the Company stated that of the 18 tanks in the

Central Region (Agua Fria and Sun City West), only four have been inspected and no

maintenance activity has occurred in the past ten years. In response to Staff data request

GTM-8.17, the Company stated that with respect to the Eastern Region (Paradise Valley,

Mohave, Havasu, and Tubae), of the 36 tanks, 13 have received interior repainting, 15

received exterior painting, and six tanks were refurbished in the past ten years.15

16

17

18

19

2 0

21

Q. Is the tank maintenance program being proposed comparable to the historical tank

maintenance procedures performed in the past?

No. Ire response to Staff data request GTM-8.16, due Company stated that it has deferred

most tank maintenance procedures since 2001, as it was unaffordable given other priorities

and financial problems.

22

Q- What was the actual cost of the maintenance procedures performed by the Company23

24

25

26

A.

A.

A.

A. In response Company declined to

documentation to support the maintenance performed indicating that the historical

on its water tanks over thepast ten years?

to GTM-8.17, the provide historical source
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1

2

3

4

information was not available for six districts (including Agua Fria) prior to 2001 and has

not been assembled for subsequent years for these districts. The Company declined to

provide historical cost information stating, "it would require significant effort to assemble

the requested maintenance information."

5

6 Q.

7

8

9

10

11

12

13

How does the Company arrive at its $437,819 estimate for the annual tank

maintenance program?

In response to GTM-12.6, the Company stated that the estimates of cost were based on

previous work performed in the some of other districts and the Company's current

contracted vendors pricing list. In response to GTM-12.3, the Company declined to

provide support for its inspection pricing stating that the pricing table was confidential.

The Company did state that inspections for the Central region were estimated on a tank-

by-tank basis.

14

15 Q-

16

17

Has the Company provided Staff with tank maintenance cost data that differs from

the amount in its rate filing?

Yes. The data provided to Staff reflects the Company's estimates using an average

costing methodology based on recent outside contractor bids.18

19

20 Q- What is the basis for this new tank maintenance cost?

21

22

23

24

These new tank maintenance costs projections are based on cost estimates for the seven

districts using the arithmetic average of two outside bids for the "Rehabilitation,

Repainting the Interior, and Spot Coating the Exterior" of two, 1,250,000 gallon tanks

located in the Sun City Water District.

25

A.

A.

A.
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1 Q-

2

3

4

5

6

7

8

9

10

11

Does Staff have any concerns regarding the use of these bids?

Yes. The Company stated that it did not accept these outside bids because the Company

believed the costs quoted were excessive. 111 addition, by the inclusion of the term

"rehabilitation" in the wording of the proffered bid, the scope of the work appears to

include capital improvements, not simply tank maintenance. Finally, the small sample

size (2 bids) chosen, the selection oftwo large (1.25 million gallon) tanks of the same size,

and the selection of tanks not located in the seven districts covered by the rate application

leads to questions regarding the sample being representative of the population in general.

Thus, while Staff agrees that the Company should properly maintain its storage tanks and

recover those costs, the bids the Company used to project tank maintenance expense is not

known and measurable for the Agua Fria District.

12

13 Q-

14

15

What method is Staff recommending to calculate the tank maintenance cost?

Staff recommends nonnalizing tank maintenance expense by using and average of the

general ledger balances for the past three years.

16

17 Q-

18

19

20

What is Staffs recommendation?

Staff recommends removing $469,568 in operating expenses for tank maintenance as

shown in Schedule GTM-12. Staff recommends an adjusted maintenance expense of

$121,761.

21

22 Agua Fria Uperating Expense Aayustment No. 2 - Depreciation Expense

23

24

Q-

A.

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $4,397,190.

25

A.

A.

A.
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1 Q- What are the components of the Company's proposed depreciation expense?

2 Arizona-American proposed depreciation expense consists of test year depreciation

3

4

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of contributions in aid of construction ("CIAC").

5

6 Q~ How did Arizona-American calculate each component of its proposed depreciation

7

8

9

10

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

11

12 Q- Did Staff recompute the Company's depreciation expense for each of the seven

13

14

15

16

17

18

19

20

21

systems?

Yes. Staff recomputed depreciation expense based on Staff" s recommended total plant in

service and ComMission approved depreciation rates. Staff used the same methodology as

die Company to calculate depreciation expense. Staff s calculation differs from the

Company's due to the use of Staffs recommended plant in service, which differs irom the

Company's, and excludes amounts included by the CoMpany for assets placed into service

after test year end (post test year plant). Staff and the Company reduced depreciation

expense for the amortization of contributions-in-aid-o f-construction in accordance with

the NARUC US OA.

22

23 Q- What is Staffs recommendation?

24 Staff recommends a decrease in depreciation expense of $295,690 to $4,101,501 .

25

A.

A.

A.

A.
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2

3

4

Agua Fria Operating Expense As#ustment No. 3 - Cnemieal Expense Aauustment

Q. What is the Company proposing for chemical expense?

A. Arizona-American is proposing the test year recorded amount and a pro forma amount to

reflect increased costs for arsenic removal for a total of $1,121,555.

5

6

7

8

9

10

Q.

A.

11

Did Staff find any problems with the Company's proposed amount?

Yes. in response to Staff data request GTM-8.12, the Company provided support for the

annualized chemical expense adjustment for four of the seven water districts. The

Company's response revealed errors in the Agua Fria and Paradise Valley chemical

adjustment calculations. Specifically, the pro forma calculations double counted some

costs.

12

13

14

15

16

17 . Agua Fria Operating Expense Austment No. 4 - Intentionally left blank

18

19

20

21

22

Q. What is Staff proposing for chemical expense?

Staff is proposing a decrease to chemical expense by $142,065 from $1,121,555 to

$979,490 to remove the double count.

Agua Fria Operating Expense A¢Hustment No. 5 - Income Taxes

Q. What is the Company proposing for test year income taxes?

A. Arizona-American is proposing a negative 3138,756 for a combined State and Federal test

year income tax expense as shown on Schedule GTM-16.

23

A.

a
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1 Q-

2

3

4

How did Staff calculate test year income tax expense?

Staff calculated test year income tax expense by applying the statutory State and Federal

income tax rates to Staffs adjusted test year taxable income as shown on Schedule GTM~

16.

5

6

7

8

Q- Did Staff prepare a schedule showing the computation of test year income taxes?

Yes. Staffs computation of income taxes is shown on Schedule GWB-2.

9

10

11

12

Q- What is Staff's recommendation?

Staff recommends increasing test year income tax expense by $667,926 from a negative

$138,756 to a positive $529,171.

13

14

Iv. SUMMARY OF STAFF'S OPERATING INCOME AND EXPENSE ADJUSTMENTS

FOR THE HAVASU SYSTEM

Q. Please summarize Staffs operating income adjustments for the Havasu Water

District.

Operating Expenses:

Tank Maintenance Accrual - This adjustment removes $187,950 in accruals related to the

water tank maintenance program.

Depreciation Expense - This adjustment decreases $76,346 in depreciation expense

claimed primarily on plant additions that were not placed into service until after the test

15

16

17

18

19

20

21

22

23

24

A.

A.

A.

A.

year.
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1

2

Income Taxes - This adjustment increases income taxes by $112,905 to reflect the

application of statutory State and Federal income tax rates to StafFs.test year taxable

income.3

4

5

6

7

8

9

10

11

12

Havasu Operating Expense AzHustment No. 1 .- Tank Maintenance Accrual

Q, What did the Company propose with respect to the Tank Maintenance Accrual

adjustment?

The Company proposed a water tank maintenance program, which will increase its

operating expenses by $189,831 to allow the Company to perform inspections,

maintenance, and repairs to water tanks throughout the Central and Eastern Regions.

Q. What historical tank maintenance procedures were performed by Arizona-American

13

14

15

16

17

18

19

20

21

A.

over the past ten years?

In response to Staff data request GTM-8.17, the Company stated with respect to the

Eastern Region (Paradise Valley, Mohave, Havasu and Tubac), that of the 36 tanks, 13

have received interior repainting, 15 received exterior painting and six tanks were

refurbished. The Company stated that inspections for the Eastern Region used an average

costing methodology but the inspections for the Central Region were estimated on a tank

by tank basis.

Q-

22

23

24

Is the tank maintenance program being proposed comparable to the historical tank

maintenance procedures performed in the past?

No. In response to Staff data request GTM-8.16, the Company stated that it has deferred

most tank maintenance procedures since 2001, as it was unaffordable given other priorities

and financial problems.25

26

A.

A.
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1 Q. What was the actual cost of the maintenance procedures performed by the Company

2

3

4

5

6

7

8

on its water tanks over the past ten years?

I n  response  t o GTM-8.17,  t he Com pany dec l i ned to  prov i de h i stor i ca l  source

documentat ion to support  the maintenance performed indicat ing that the historical

information was not available for six districts (including Agua Fria) prior to 2001 and has

not been assembled for subsequent years for these districts. The Company declined to

provide historical cost information stating, "it would require significant effort to assemble

the requested maintenance information."

9

10 Q- How does the Company arrive at its $189,831 estimate for the annual tank

11

12

13

14

15

16

17

maintenance program?

In response to GTM-12.6, die Company stated that the estimates of cost were based on

previous work performed in the some of other districts and the Company's current

contracted vendors pricing list. In response to GTM-12.3, the Company declined to

provide support for its inspection pricing stating that the pricing table was confidential.

The Company did state that inspections for the Central region were estimated on a tank-

by-tank basis.

18

19 Q-

20

21

22

Has the Company provided Staff with tank maintenance cost data that differs from

the amount in its rate filing?

Yes. The data provided to Staff reflects the Company's estimates using an average

costing methodology based on recent outside contractor bids.

23

24 What is the basis for this new tank maintenance cost?

25

Q-

A. These new tank maintenance costs projections are based on cost estimates for the seven

26

A.

A.

A.

districts using the arithmetic average of two outside bids for the "Rehabilitation,
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1

2

Repainting the Interior, and Spot Coating the Exterior" of two, 1,250,000 gallon tanks

located in the Sun City Water Distnlct.

3

4 Q- Does Staff have any concerns regarding the use of these bids?

5

6

7

8

9

10

11

12

Yes. The Company stated that it did not accept these outside bids because the Company

believed the costs quoted were excessive. In addition, by the inclusion of the term

"rehabilitation" in the wording of the proffered bid, the scope of the work appears to

include capital improvements, not simply tank maintenance. Finally, the small sample

size (2 bids) chosen, the selection of two large (1.25 million gallon) tanks of the same size,

and the selection of tanks not located in the seven districts covered by the rate application

leads to questions regarding the sample being representative of the population in general.

Thus, while Staff agrees that the Company should properly maintain its storage tanks and

recover those costs, the bids the Company used to project tank maintenance expense is not

known and measurable for the Havasu District.

Q- What method is Staff recommending to calculate the tank maintenance cost?

Staff recommends normalizing tank maintenance expense by using and average of the

general ledger balances for the past three years.

13

14

15

16

17

18

19

20

21

22

Q. What is Staff's recommendation?

23

Staff recommends removing $187,950 in operating expenses for tank maintenance as

shown in Schedule GTM-12. Staff recommends an adjusted maintenance expense of

$10,747.

24

A.

A.

A.

\.
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1

2 Q-

3

Havasu Operating Expense Adjustment No. 2 - Depreciation Expense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $291,351 .

4

5 Q- What are the components of the Company's proposed depreciation expense?

6

7

8

Arizona-American's proposed depreciation expense consists of test year depreciation

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of CIAC.

9

10 Q. How did Arizona-American calculate each component of its proposed depreciation

11

12

13

14

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

15

16 Q- Did Staff recompute the Conlpany's depreciation expense for each of the seven

17

18

19

20

21

22

23

24

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used die same methodology as

the Company to calculate depreciation expense. StafFs calculation differs from the

Company's due to the use of Staffs recommended plant in service, which differs from

the Company's, and excludes amounts included by the Company for assets placed into

service after test year end (post test year). Staff and the Company reduced depreciation

expense for the amortization of CIAC in accordance with the NARUC USOA.

25

A.

A.

A.

A.
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1 Q-

2

What is Staff's recommendation?

Staffrecommends a decrease in depreciation expense of $76,346 to $215,004.

3

4 Havasu Operating Expense Aa§ustment No. 3 - Intentionally left blank

5

6

7

8

9

10

Havasu Operating Expense Aayustment No. 4 - Income Taxes .

Q. What is the Company proposing for test year income taxes?

A . ArizOna-American is proposing a negative $159,839 for a combined test year income tax

expense as shown on Schedule GTM-15.

11

12

Q-

A.

How did Staff calculate test year income tax expense?

Staff calculated test year income tax expense by applying the statutory state and federal

income tax rates to Staff' s adjusted test year as shown on Schedule .GTM-15.

Q- Did Staff prepare a schedule showing the computation of income taxes?

Yes. Staff s computation of income taxes is shown on Schedule GWB-2 .

13

14

15

16

17

18

19

20

21

22

Q- What is StamPs recommendation?

Staf f  recommends increasing test yea income expense by $112,905 Hom a negative

$159,839 to a negative $46,934.

23

24

25

26 A.

A.

A.

v. SUMMARY OF STAFF'S OPERATING INCOME AND EXPENSE ADJUSTMENTS

FOR THE MOHAVE WATER SYSTEM

Q. Please summarize Staff's operating income adjustments for the Mohave Water

District.

Operating Expenses :

A.
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1 Tank Maintenance Accrual - This adjustment removes $488,488 in accruals related to the

2 water tank maintenance program.

3

4

5

Depreciation Expense - This adjustment removes $348,839 in depreciation expense

claimed.

6 Income Taxes This adjustment increases income taxes by $349,142 to reflect the

7

8

application of statutory State and Federal income tax rates to Stay's test year taxable

income.

9

10

11

Mohave Water Operating Expense A¢#ustment No. I - Tank Maintenance Accrual

What did the Company propose with respect to the Tank Maintenance AccrualQ.

12 adjustment?

13 The Company proposed a water tank maintenance program, which will increase its

14 Company to perform inspections,

15

operating expenses by $488,488 to allow the

maintenance, and repairs to water tanks throughout die Central and Eastern Regions.

16

17 Q- What historical tank maintenance procedures were performed by Arizona-American

18

19

20

21

22

23

24

over the past ten years?

In response to Staff data request GTM-8.17, the Company stated with respect to the

Eastern Region (Paradise Valley, Mohave, Havasu and Tubac), that of the 36 tanks, 13

have received interior repainting, 15 received exterior painting and six tanks were

refurbished. The Company stated that inspections for the Eastern Region used an average

costing methodology but the inspections for the Central Region were estimated on a tank

by tank basis.

25

A.

A.
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1 Q.

2

Is the tank maintenance program being proposed comparable to the historical tank

maintenance proceduresperformed in the past?

3 No. In response to Staff data request GTM-8.16, the Company stated that it has deferred

4

5

most tank maintenance procedures since 2001, as it was unaffordable given other priorities

and financial problems.

6

7 Q. What was the actual cost of the maintenance procedures performed by the Company

8

9 provide historical source

10

on its water tanks over the past ten years?

In response to GTM-8.17, the Company declined to

documentation to support the maintenance performed indicating that the historical

11

12

13

14

information was not available for six districts (including Agua Fria) prior to 2001 and has

not been assembled for subsequent years for these districts. The Company declined to

provide historical cost information stating, "it would require significant effort to assemble

the requested maintenance information."

15

16 Q- How does the Company arrive at its $488,488 estimate for the annual tank

17

18 A.

19

20

21

22

23

maintenance program?

In response to GTM-12.6, the Company stated that the estimates of cost were based on

previous work performed in the some of other districts and the Company's current

contracted vendors pricing list. In response to GTM-12.3, the Company declined to

provide support for its inspection pricing stating that the pricing table was confidential.

The Company did state that inspections for the Central region were estimated on a tank~

by..t3nk basis.

24

A.

A.



\

Direct Testimony of Gary McMurry
Docket No. W-01303A-08-0227 et al
Page 18

1 Q.

2

3

4

Has the Company provided Staff with tank maintenance cost data that differs from

the amountin its rate tiling?

Yes. The data provided to Staff reflects the Company's estimates using an average

costing methodologybased on recent outside contractor bids.

5

6 Q. What is the basis for this new tank maintenance cost?

7

8

9

10

These new tank maintenance costs projections are based on cost estimates for the seven

districts using the arithmetic average of two outside bids for the "Rehabilitation,

Repainting the Interior, and Spot Coating the Exterior" of two, 1,250,000 gallon tanks

located in the Sun City Water District.

11

12 Q-

13

14

15

16

17

18

19

20

21

22

Does Staff have any concerns regarding the use of these bids?

Yes. The Company stated that it did not accept these outside bids because the Company

believed the costs quoted were excessive. In addition, by the inclusion of the term

"rehabilitation" in the wording of the proffered bid, the scope of the work appears to

include capital improvements, not simply tank maintenance. Finally, the small sample

size (2 bids) chosen, the selection of two large (1.25 million gallon) tanks of the same size,

and the selection of tanks not located in the seven districts covered by the rate application

leads to questions regarding the sample being representative of the population in general.

Thus, while Staff agrees that the Company should properly maintain its storage tanks and

recover those costs, the bids the Company used to prob et tank maintenance expense is not

known and measurable for the Mohave District.

23

24 Q_

25

26

A.

A.

A.

A.

Whatmethod is Staff recommendingto calculate the tankmaintenance cost?

Staff recommends normalizing tank maintenance expense by using and average of die

general ledger balances for the past three years.
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1 Q- What is Staff's recommendation?

2

3

Staff recommends removing $488,307 in operating expenses for tank maintenance as

shown in Schedule GTM-12. Staff recommends an adjusted maintenance expense of

4 $534,396.

5

6

7 Q-

8

Mohave Water Operating Expense Adjustment No. 2 - Depreciation Expense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $883,235.

9

10 Q-

11

12

13

What are the components of the Company's proposed depreciation expense?

Arizona-American proposed depreciation expense consists of test year depreciation

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of CIAC.

14

15 Q- How did Arizona-American calculate each component of its proposed depreciation

16

17 A.

18

19

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

20

21 Q- Did Staff recompute the Company's depreciation expense for each of the seven

22

23

24

25

26

A.

A.

A.

A.

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used the same methodology as

the Company to calculate depreciation expense. Staffs calculation differs from the

Company's due to the use of Staffs recommended plant in service, which differs from the

I
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1

2

3

Company's, and excludes amounts included by the Company for assets placed into service

after test year end (post test year plant). Staff and the Company reduced depreciation

expense for the amortization of CIAC in accordance with the NARUC US OA.

4

5

6

Q_ What is StarT's recommendation?

Staff recommends a decrease in depreciation expense of $348,839 to $534,396.

7

8

9

10

Mohave Water Operating Expense Aayustment No. 3 - Intentionally left blank

11

12

Mohave Water Operating Expense A¢#ustment No. 4 - Income Taxes

Q. What is the Company proposing for test year incometaxes?

A. Arizona-American is proposing a negative $196,927 for a combined state and federal test

year income tax expense as shown on Schedule GTM-15.

Q- How did Staff calculate Test Year Income Tax Expense?

Staff calculated test year income tax expense by applying the statutory state and federal

income tax rates to Staffs adjusted Test Year taxable income as shown on Schedule

GTM-16.

13

14

15

16

17

18

19

20

21

22

Q. Did Staff prepare a schedule showing the computation of test year income taxes?

Yes. Staffs computation of income taxes is shown on Schedule GWB-2.

23 Q-

24 A.

25

What is Staff's recommendation?

Staff recommends increasing test year income expense by $349,142 from a negative

$196,927 to a positive $152,214.

26

A.

A.

A.
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1 VI. SUMMARY OF STAFF'S OPERATING INCGME AND EXPENSE ADJUSTMENTS

2 FOR THE MOHAVE WASTEWATER SYSTEM

3 Q. Please summarize Staff's operating income adjustments for the Mohave Wastewater

4 District.

5

6

Operating Expenses:

Depreciation Expense- This adjustment removes $26,796 in depreciation expense.

7

8 Income Taxes This adjustment increases income taxes by $73,732 to reflect the

9

10

application of statutory State and Federal income tax rates to Staff's test year taxable

income.

11

12

13 Q-

14

Mohave Wastewater Operating Expense A¢Hustment No. 1 - DepreciationExpense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $248,398.

15

16 Q-

17

What are the components of the Company's proposed depreciation expense?

Arizona-American's proposed depreciation expense consists of test year depreciation

18

19

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of CIAC.

20

21 Q- How did Arizona-American calculate each component of its proposed depreciation

22

23

24

25

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

26

A.

A.

A.

A.
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1 Q- Did Staff recompute the Company's depreciation expense for each of the seven

2

3

4

5

6

7

8

9

10

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used the same methodology as

the Company to calculate depreciation expense. Staffs calculation decreases depreciation

expense by $26,796 to $221,601. ,Staffs calculation differs from the Company's due to

the use of Staffs recommended plant in service, which differs from the Company's,and

excludes amounts included by the Company for assets placed into service after test year

end (post test year plant). Staff and the Company reduced depreciation expense for the

amortization of CIAC in accordance with the NARUC USOA.

11

12 Q- What is Staffs recommendation?

Staff recommends a decrease in depreciation expense of $26,796 to $221,601 .

Mohave Wastewater Operating Expense Azliustment No. 2 - Property Taxes Intentionally left

blank

13

14

15

16

17

18

19

20

21

22

Mah ave Wastewater Operating Expense Adjustment No. 3 - Income Taxes

Q, What is the Company proposing for test year income taxes?

A. Arizona-American is proposing a negative $76,894 for a combined state and federal test

year income tax expense as shown on Schedule GTM-14.

23

24

Q-

25

26

A.

A.

A.

How did Staff calculate Test Year Income Tax Expense?

Staff calculated Test Year Income Tax Expense by applying the statutory state and federal

income tax rates to Staff" s adjusted test year taxable income as shown on Schedule GTM-

16.
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l Q-

2

Did Staff prepare a schedule showing the computation of test year income taxes?

Yes. Staffs computation of income taxes is shown on Schedule GWB-2.

3

4 Q- What is Staff's recommendation?

5

6

7

8

9

10

Staff recommends increasing test year income expense by $73,732 from a negative

$76,894 to a negative $3,162.

11

12

13

14

VII. SUMMARY OF STAFF'S OPERATING INCOME AND EXPENSE ADJUSTMENTS

FOR THE PARADISE VALLEY WATER SYSTEM

Q. Please summarize Staff's operating income adjustments for the Paradise Valley

District.

Operating Expenses :

Tank Maintenance Accrual - 'INks adjustment removes $453,461 in accruals related to the

water tank maintenance program.

Depreciation Expense - This adjustment adds $77,868 in depreciation expense claimed

primarily on plant additions that were not placed into service until after the test year.

15

16

17

18

19

2 0

21

22

Chemical Expense Adjustment - This adjustment recognizes a reduction of $51,390 in

chemical expense to reflect errors in the chemical calculation in the Paradise Valley

District.

23

24

Property Taxes - This adjustment decreases property taxes by $1 ,567 to reflect application

of the modified version of the Arizona Department of Revenue's ("ADOR") property tax

methodology, which the Commission has consistently adopted.25

26

A.

A.

A.
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1

2

3

Income Taxes - This adjustment increases income taxes by $162,266 to reflect the

application of statutory State and Federal income tax rates to Staffs test year taxable

income.

4

5

6

7

8

9

10

Paradise Valley Operating Expense Adjustment No. 1 - Tank MaintenaneeAccrual

Q. What did the Company propose with respect to the Tank Maintenance Accrual

. adjustment?

The Company proposed a water tank maintenance program which will' increase its

operating expenses by $398,910 to allow the Company to perform inspections,

maintenance, and repairs to water tanks throughout the Central and Eastern Regions.

11

12 Q. What historical tank maintenance procedures were performed by Arizona-American

over the past ten years?

In response to Staff data request GTM-8.17 the Company stated that with respect to the

Eastern Region (Paradise Valley, Mohave, Havasu, and Tubac), of the 36 tanks, 13 have

received interior repainting, 15 received exterior painting, and six tanks were refurbished

in the past ten years.

Q- Is the tank maintenance program being proposed comparable to the historical tank

maintenance procedures performed in thepast?

13

14

15

16

17

18

19

20

21

22

23

24

A.

A.

A.

No. In response to Staff data request GTM-8.16, the Company stated that it has deferred

most tank maintenance procedures since 2001 as it was unaffordable given other priorities

and financial problems.
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1 Q. What was the actual cost of the maintenance procedures performed by the Company

2

3

on its water tanks over the past ten years?

Company declined provide historical source

4

In  response to GTM-8. l7 ,  the to

documentation to support the maintenance performed indicating that the historical

5

6

7

8

information was not available for six districts prior to 2001 and has not been assembled

for subsequent years for these districts. The Company declined to provide historical cost

information stating, "it would require significant effort to assemble the requested

maintenance information."

9

10 Q- How does the Company arrive at its $398,910 estimate for the tank maintenance

11

12

13

14

program?

111 response to GTM-12.6, the Company stated that the estimates of cost were based on

previous work performed in other districts and its current contracted vendors pricing list.

In response to GTM-12.3, the Company declined to provide support for its inspection

15 pricing stating that the pricing table was confidential. The Company did state that

16 inspections for the Central region were estimated on a tank by tank basis.

17

18 Q.

19

Has the Company provided Staff with tank maintenance cost data that differs from

the amount in its rate filing?

20 Yes. The data provided to Staff reflects doe Company's estimates using an average

21 costing methodology based on recent outside contractor bids.

22

23 Q- What is the basis for this new tank maintenance cost?

24 These new tank maintenance costs projections are based on cost estimates for the seven

25

A.

A.

A.

A.

districts using the arithmetic average of two outside bids for the "Rehabilitation,
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l

2

Repainting the Interior, and Spot Coating the Exterior" of two, 1,250,000 gallon tanks

located in the Sun City Water District.

3

4 Q. Does Staff have any concerns regarding the use of these bids?

5

6

7

8

9

10

11

Yes. The Company stated that it did not accept these outside bids, as the Company

believed the costs quoted were excessive. In addition, by the inclusion of the term

"rehabilitation" in the wording of the proffered bid, the scope of the work appears to

include capital improvements, not simply tank maintenance. Finally, the small sample

size (2 bids) chosen, the selection of two large (1.25 million gallon) tanks of the same size,

and the selection of tanks not located in the seven districts covered by the rate application

leads to questions regarding the sample being representative of die population in general.

12

13 Q-

14

15

What method is Staff recommending to calculate the tank maintenance cost?

Staff recommends normalizing tank maintenance expense by using and average of the

general ledger balances for the past dlree years.

16

17 Q- What is Staffs recommendation?

18

19

20

Staff recommends removing $453,461 in operating expenses for tank maintenance as

shown in Schedule GTM-12. Staff recommends an adjusted maintenance expense of

$124,831.

21

22

23 Q-

24

Paradise Valley Operating Expense Adjustment No. 2 - Depreciation Expense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $1 ,615,824.

25

A.

A.

A.

A.
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1 Q-

2

3

4

What are the components of the Company's proposed depreciation expense?

Arizona-American's proposed depreciation expense consists of test year depreciation

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of CIAC.

5

6 Q. How did Arizona-American calculate each component of its proposed depreciation

7

8

9

10

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

11

12 Q. Did Staff recompute the Company's depreciation expense for each of the seven

13

14

15

16

17

18

19

20

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used the same methodology as

the Company to calculate depreciation expense. Staffs calculation differs from the

Company's due to the use of Staffs recommended plant in service, which differs from the

Company's, and excludes amounts included by the Company for assets placed into service

after test year end (post test year plant). Staff and the Company reduced depreciation

expense for the amortization of CIAC in accordance with the NARUC USOA.

21

22 Q- What is Staff's recommendation?

23 Staff recommends an increase in depreciation expense of $77,868 to $1,693,691.

24

A.

A.

A.

A.



O 5

Direct Testimony of Gary McMurry
Docket No. W-01303A-08-0227 et al
Page 28

1

2

3

Paradise Valley Operating Expense AaHustment No. 3 - Chemical Expense AaHusz'ment

What is the Company proposing for chemical expense?

Arizona-American is proposing the test year recorded amount of $236,982 for chemical

Q_

A.

expenses.4

5

6

7

8

9

10

Q. Did Staff find any problemswith the Company's proposed amount?

Yes. in response to Staff data request GTM-8.12, the Company provided support for the

annualized chemical expense adjustment for four of the seven water districts. The

Company's response revealed errors in the Agua Fria and Paradise Valley chemical

adjustment calculations.

11

12 Q- What is Staff proposing for chemical expense?

13

14

15

16

17

18

19

20

21

22

Staff is proposing a decrease to chemical expense of $51,390 &om $236,982 to $185,592.

23

24

25

26

Paradise Valley Operating Expense Adjustment No. 4 - Property Taxes

Q. What is the Company proposing for test year property tax expense?

A. Arizona-American is proposing $268,996 in property taxes. The Company's proposed

property taxes are calculated on the modified ADOR's methodology typically adopted by

the Commission for water and wastewater utilities. The results from using this

methodology are primarily dependent upon the test year and proposed revenue. In other

words, each revenue requirement has its own property tax expense in the same manner as

each operating income has its own tax expenses. Thus, the Company has included a factor

for property taxes in the gross revenue conversion factor ("GRCF") that automatically

adjusts the revenue requirement for changes in revenue in the same way that income taxes

are adjusted for changes in operating income. This flexible method will accurately reflect

property tax expense at any authorized revenue level. This refinement removes the need

A.

A.
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1

2

to include proposed revenues in the calculation of test year property tax expense and

allows for accurate calculation of property tax expense at the test year revenue level.

3

4 Q- Did Staff use the same modified ADOR method as the Company?

5

6

Yes. Accordingly, any Staff adjustment is due to factors other than Me methodology

employed, e.g., different revenue requirement or test year revenue.

7

8

9

10

Q- What is Staff recommending for test year property tax expense?

Staff recommends $267,428 for property tax expense, a decrease of $1,567 over the

Company's calculation. Staff iilrther recommends adoption of its GRCF that includes a

factor for property tax expense as shown on GWB-2.11

12

13

14

Paradise Valley Operating Expense Adjustment No. 5 - Income Taxes

Q, What is the Company proposing for test year income taxes?

A. Arizona-American .is proposing $228,400 for a combined test year income tax expense as

shown on Schedule GTM-16.

15

16

17

18

19

20

21

Q- How did Staff calculate test year income tax expense?

Staff calculated test year income tax expense by applying the statutory state and federal

income tax rates to Staffs adjusted Test Year taxable income as shown on Schedule

GTM-16.

22

23 Q-

24

Did Staff prepare a schedule showing the computation of test year income taxes?

Yes. Staffs computation of income taxes is shown on Schedule GWB-2.

25

A.

A.

A.

A.



I.

Direct Testimony of Gary McMurry
Docket No. W-01303A-08-0227 et al
Page 30

1 Q.

2

3

What is Staff's recommendation?

Staff recommends increasing test year income tax expense by $162,266 from $228,400 to

$390,666.

4

5

6

7

8

9

10

OF

11

VIII. SUMMARY STAFF'S OPERATING INCOME AND EXPENSE

ADJUSTMENTS FOR THE SUN CITY WEST WATER SYSTEM

Q. Please summarize Staff's operating income adjustments for the Sun City West Water

District.

Operating Expenses:

Tank Maintenance Accrual - This adjustment removes $181,751 in accruals related to the

water tank maintenance program.

12

Depreciation expense-This adjustment adds $162,980 in depreciation expense.13

14

15

16

17

18

19

20

21

22

Income Taxes - This adjustment decreases income taxes by $3,472 to reflect the

application of statutory State and Federal income tax rates to Staffs test year taxable

income.

23

24

Sun City West OperatingExpense Aayustment No. 1 - Tank Maintenance Accrual

Q. What did the Company propose with respect to the Tank Maintenance Accrual

adjustment?

The Company proposed a water tank maintenance program which will increase its

operating expenses by $137,026 to allow the Company to perform inspections,

maintenance, and repairs to water tanks throughout the Central and Eastern Regions.

25

A.

A.

A.
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l Q- What historical tank maintenance procedures were performed by Arizona-American

2

3

4

5

over the past ten years?

In response to Staff data request GTM-8.17, the Company stated that of the. 18 tanks in the

Central Region (Agua Fria and Sun City West), only four have been inspected and no

maintenance activity has occurred in the past ten years.

6

7 Q-

8

Is the tank maintenance program being proposed comparable to the historical tank

maintenance procedures performed in the past?

9 No. In response to Staff data request GTM-8.16 the Company stated that it has deferred

10 most tank maintenance procedures since 2001, as it was unaffordable given other priorities

11 and financial problems.

12

13 Q~ What was the actual cost of the maintenance procedures performed by the Company

14

15

on its water tanks over the past ten years?

to GTM-8.17,  the

16

In response Company declined to provide historical source

documentation to support the maintenance performed indicating that the historical

17

18

19

20

information was not available for six districts prior to 2001 and has not been assembled

for subsequent years for these districts. The Company declined to provide historical cost

informat ion stat ing,  " i t  would requi re signi f icant  ef fort  to assemble the requested

maintenance information."

21

22 Q. How does the Company arrive at its $137,026 estimate for the tank maintenance

23

24

25

26

A.

A.

A.

A.

program?

In response to GTM-12.6, the Company stated that the estimates of cost were based on

previous work performed in other districts and its current contracted vendors pricing list.

In response to GTM-12.3, the Company declined to provide support for its inspection
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1 The Company did state that

2

pricing stating that the pricing table was confidential.

inspections for the Central Region were estimated on a tank by tank basis.

3

4 Q-

5

Has the Company provided Staff with tank maintenance cost data that differs from

the amountin its rate filing?

6

7

Yes. The data provided to Staff reflects the Company's estimates using an average

costing methodology based on recent outside contractor bids _

8

9 Q. What is the basis for this new tank maintenance cost?

10 These new tank maintenance costs projections are based on cost estimates for the seven

11

12

13

districts using the arithmetic average of two outside bids for the "Rehabilitation,

Repainting the Interior, and Spot Coating the Exterior" of two, 1,250,000 gallon tanks

located in the Sun City Water District.

14

15 Q- Does Staff have any concerns regarding theuseof these bids"

16

17

18

19

20

21

22

23

24

25

Yes. The Company stated that it did not accept these outside bids because the Company

believed the costs quoted were excessive. In addition, by the inclusion of the term

"rehabilitation" in the wording of the proffered bid, the scope of the work appears to

include capital improvements, not simply tank maintenance. Finally, the small sample

size (2 bids) chosen, the selection of two large (1 .25 million gallon) tanks of the same size,

and the selection of tanks not located in the seven districts covered by the rate application

leads to questions regarding the sample being representative of the population in general.

Thus, while Staff agrees that the Company should properly maintain its storage tanks and

recover those costs, the bids the Company used to prob act tank maintenance expense is not

known and measurable for die Sun City West District.

26

A.

A.

A.
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1 Q-

A.2

3

What method is Staff recommending to calculate the tank maintenance cost?

Staff recommends normalizing tank maintenance expense bY using and average of the

general ledger balances for the past three years.

4

5 Q-

6

7

8

What is Staff's recommendation?

Staff recommends removing $181,751 in operating expenses for tank maintenance as

shown in Schedule GTM-12. Staff recommends an adjusted maintenance expense of

$65,577. .

9

10

11 Q.

12

Sun City West Operating Expense AaHustment No. 2 - Depreciation Expense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $1,323,541 .

13

14 Q- What are the components of the Company's proposed depreciation expense?

15

16

17

Arizona-American's proposed depreciation expense consists of test year depreciation

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and die amortization of CIAC.

18

19 Q- How did Arizona-American calculate each component of its proposed depreciation

20

21

22

23

expense for each of the seven systems?

The Company calculated test year depreciation expense by multiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

24

A.

A.

A.

A.
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1 Q- Did Staff recompute the Company's depreciation expense for each of the seven

2

3

4

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used the same methodology as

the Company to calculate depreciation expense. Staffs calculation differs from the

Company's due to the use of Staffs recommended plant in service, which differs from the

Company's, and excludes amounts included by the Company for assets placed into service

after test year end (post test year plant) as well as allocations of assets &om corporate

headquarters.

5

6

7

8

9

10

11

12

Q.

A.

What is Staff's recommendation?

Staff recommends an increase in depreciation expense of $162,980 to $1,486,521.

13

14 Sun City West Operating Expense Adjustment No. 3 Intentionally left blank

Sun City West Operating Expense Aayustment No. 4 - Income Taxes

Q. What is the Company proposing for test year income taxes?

A. Arizona-American is proposing a negative $324,059 for a combined test year income tax

expense as shown on Schedule GTM-16.

15

16

17

18

19

20

21

22

Q-

23

24

How did Staff calculate test year income tax expense?

Staff calculated test year income tax expense by applying the statutory state and federal

income tax rates to Staffs adjusted Test Year taxable income as shown on Schedule

GTM-16.

25

A.

A.
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1 Q-

2

3

What is Staffs recommendation?

Staff recommends decreasing test year income tax expense by $3,427 from a negative

$324,059 to a negative $327,531.

4

5

6

7

8

9

10

11

12

IX. SUMMARY OF STAFF'S OPERATING INCOME AND EXPENSE ADJUSTMENTS

FOR THE TUBAC WATER SYSTEM

Q. Please summarize Staffs operating income adjustments for the Tubac Water

District.

Operating Expenses :

Depreciation expense- This adjustment removes $1,492 in depreciation expense.

13

14

Property Taxes - This adjustment decreases property taxes by $6,710 to reflect application

of the modif ied version of  the Arizona Department of  Revenue's property tax

methodology, which the Commission has consistently adopted.

Income Taxes - This adjustment increases income taxes by $16,150 to reflect the

application of statutory State and Federal income tax rates to Staffs test year taxable

income.

Q-

15

16

17

18

19

20

21

22

23

A.

A.

A.

Tubac Operating Expense Aa§ustm ant No. 1 - Depreciation Expense

What amount of depreciation expense is Arizona-American proposing?

Arizona-American is proposing depreciation expense of $81 ,679.
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1

2

Q-

A.

3

4

What are the components of the Company's proposed depreciation expense?

Arizona-American proposed depreciation expense consists of test year depreciation

expense plus pro forma adjustments to recognize depreciation on post test year plant

additions and the amortization of CIAC.

5

6 Q- How did Arizona-American calculate each component of its proposed depreciation

7

8

9

10

expense for each of the seven systems?

The Company calculated' test year depreciation expense by rnultiplying the original cost of

its depreciable test year plant in service by the depreciation rates approved in the prior rate

proceedings.

11

12 Q~ Did Staff recompute the Conlpany's depreciation expense for each of the seven

13

14

15

16

17

18

19

20

21

systems?

Yes. Staff recomputed depreciation expense based on Staffs recommended total plant in

service and Commission approved depreciation rates. Staff used the same methodology as

the Company to calculate depreciation expense. Staffs calculation differs from the

Company's due to the use of Staff's recommended plant in service, which may differs

from the Company's, and excludes amounts included by the Company for assets placed

into service after test year end (post test year plant) as well as allocations of assets from

corporate headquarters. Staff and the Company reduced depreciation expense for the

amortization of CIAC in accordance with the NARUC US OA.

22

23 Q. What is Staffs recommendation?

24 Staff recommends a decrease in depreciation expense of $1,492 to $80,187.

25

A.

A.

A.
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1

2 Q

Tubae Operating Expense A¢#ustment No. 2 - Property Taxes

What is the Company proposing for test year property tax expense

Arizona-American is proposing $26,350 in property taxes. The Company's proposed

property taxes are calculated on the modified ADOR's methodology typically adopted by

the Commission for water and waste water utilities. The results Hom using aNs

methodology are primarily dependent upon the test year and proposed revenue. In other

words, each revenue requirement has its own property tax expense in the same manner as

each operating income has its own tax expenses. Thus, the Company has included a factor

for property taxes in the GRCF that automatically adjusts the revenue requirement for

changes in revenue in the same way that income taxes are adjusted for changes

operating income. This flexible method will accurately reflect Property Tax expense at

any authorized revenue level. This refinement removes the need to include proposed

revenues in the calculation of test year Property Tax expense and allows for accurate

calculation of Property Tax expense at the test yemrevenue level

16 Q Did Staff use the same modified ADOR method as the Company

Yes. Accordingly, any Staff adjustment is due to factors other than the methodology

employed, e.g., different revenue requirement or test year revenue

20 Q What is Staff's recommendation for test year property tax expense

Staff recommends $25,341 for property tax expense, a decrease of $1,008 over the

Company's calculation. Staff further recommends adoption of its GRCF drat includes a

factor for property tax expense as shown on GWB-2
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1

2 Q-

3 A.

4

Tubac Operating Expense Aayustment No. 3 - Income Taxes

What is the Company proposing for test year income taxes?

Arizona-American is proposing a negative $52,178 for a combined test year income tax

expense as shown on Schedule GTM-14.

5

6 How did Staffcalculate test year income tax expense?

Staff calculated test year income tax expense by applying the statutory state and federal

income tax rates to Staffs adjusted test year taxable income as shown on Schedule GTM-

Q~

7 A .

8

9

10

14.

11

12

Q-

A.

What is Staff's recommendation?

Staff  recommends increasing test yea income tax expense by $13,648 from a negative

$52,178 to a negative $38,529.13

14

15

16

Q- Does this conclude your Direct Testimony?

A. Yes, it does.
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EXECUTIVE SUMMARY
ARIZONA AMERICAN WATER COMPANY

DOCKET nos. W-01303A.08-0227
AND SW-01303A-08-0227

The Surrebuttal Testimony of Staff witness Gary T. McMurry addresses the following issues:

Test Year Operating Income .- The adjusted test year operating income for Staff and the
Company by system are as follows:

Svstem
Agua Fria
Havasu
Mohave Water
Mohave WW
Paradise Valley
Sun City West
Tubae

Company
$2,601,288

($ 131,419)
$ 37,140
s 15,619
$1,552,497
$ 587,425

(SS 38,553)

Staff
$2,819,140
$ 31,245
S 513,875
S 115,161
$1,867,671
$ 637,152
(S 47,649)

Total $4,624, 069 $5,936,595

The primary differences in test year operating income for between Staff and the Company relate
to Chemical, Tank Maintenance, and Depreciation Expenses. Staff agrees with the Company's
test year revenues.

Response to the Rebuttal Testimony of MI. G. Trev Dav:

Tank Maintenance .- Staff continues to recommend normalization of the past three years'
recorded expenses. The Company's proposal to recover estimated tank maintenance costs
is not adequately supported, includes future inflationary costs, and among other concerns,
assumes that its costs are the same as the unauthorized proposed costs of another utility.
Staff reserves the right to revisit this issue subject to further discovery.

Staff response to Rebuttal Testimony of Ms. Shervl L. Hubbard:

Depreciation Expense - The reason for differences between the Staff and Company's
depreciation expense are due to differences in rate base and depreciation rates.

Chemical Expense
chemical expense.

Staff agrees with the Company's rebuttal position amount for

1.

2.

3.

1.

Fuel and Power Adjustor Mechanism .- The Company proposes to establish a fuel and
power adjustor mechanism. Unlike other decisions, where an adjustment mechanism has
been approved, the Company failed to provide adequate support for the expense's volatility
and its impact on the Company's overall financial performance. Staff recommends denial

1



of the adjustor mechanism because of Staffs concern for piecemeal regulation inherent in
adjustment mechanisms.
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1

2

1.

Q-

INTRODUCTION

3

4

Please state your name, occupation, and business address.

My name is Gary T. McMurry. I am a Public Utilities Analyst W employed by the

Arizona Corporation Commission ("ACC" or "Commission") in the Utilities Division

("StafF'). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q- Are you the same Gary T. McMurry who filed Direct Testimony in this case?

Yes, I am.

5

6

7

8

9

10

11

12

Q- What is the purpose of your testimony in this case?

The purpose of my Surrebuttal Testimony in this proceeding is to respond to the Rebuttal

Testimony of Arizona-American Water Company ("Arizona-America" or "Company")

witnesses G. Troy Day and Sheryl L. Hubbard regarding test year operating revenues and

expenses and fuel and power adjustment mechanism.

11. RESPONSE TO MR. G. TROY DAY'S REBUTTAL TESTIMONY

Tank Maintenance

13

14

15

16

17

18

19

20

Q. Did the Company in its Rebuttal Testimony propose a new Tank-Maintenance

program and related costs not mentioned in its Direct Testimony?

A. Yes.

21

22 Q.

23

24

25

26

A.

A.

A.

A.

Please explain the Company's proposed tank maintenance program and how it

calculated the relate costs.

The Company proposes a maintenance schedule for a storage tank that includes recoating

the interiors every 14 years and painting the exteriors every 14 years. The Company

claims that the proposed interior and exterior maintenance schedules are adapted from its
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1

2

3

Missouri Arizona-American affiliate where average interior maintenance interval is eight

years and the average external interval is 12 years. The Company modified the

maintenance intervals to reflect its experience with the Arizona climate and water quality

characteristics4

5

6 Q-

7

What information did the Company provide to show the calculation of its proposed

costs for its revised tank maintenance program?

8

9

10

11

12

13

According to Mr. Day, the Company calculated the cost for interior coating by applying a

rate of $4.22 per square foot and the cost for the exterior painting by applying a rate of

$1.68 per square foot. This calculation is shown in detail in Exhibit GTD-Rl, Page 2 of

Mr. Day's rebuttal and is summarized in Exhibit GTD-Rl, Page 3. Page 1 of Exhibit

GTD-R1 shows the Company's estimated cost for inspecting (evaluation and report,

washout and disinfection) tanks. No inspection frequency is specified.

14

15 Q,

16

What is the source for the interior coating and exterior painting rates the Company

uses in the calculation of its proposed tank maintenance expense?

17

18

The Company uses the high end of the range of rates (interior, $3.83 - $4.22/sq. ft.,

exterior, $1.58 - $1.68/ sq. R) Arizona Water Company claims for 2008 costs.2

19

20 Q. Does Exhibit GTD-R1 fully explain the Company's proposed costs?

21

22

23

24

25

No. The Company's rebuttal includes in aggregate for all six water systems pro forma

adjustments of $376,957 for tank maintenance. The proposed pro forma allowance would

provide $5,277,398 over 14 years. Exhibit GTD-Rl, Page 3 shows the cost over the 15-

year period 2009 through 2023 is $4,400,281 for interior coating and exterior painting.

The $877,117 difference between the pro forma request and the calculation on Exhibit

A.

A.

A.

1 G. Troy Day Surrebuttal at 3.
2 Docket No. W-01445A-08-0440, Fredrick K. Schneider, direct, p.24-25.
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1

2

3

4

5

6

GTD-Rl, Page 3 is unexplained except that at least part of the difference represents

inspection costs. Exhibit GTD-Rl, Page 1 shows the total inspection cost is $217,250

(Eastern Division, $128,705 and Central Division, $88,545) as previously noted, the

inspection frequency is not specified. The discrepancy between the 15-year cost in

Exhibit GTD-Rl, Page 3 and the 14-year maintenance cycle is not explained and should

be part of any reconciliation of the difference.

7

8 Q-

9

Does Staff have any comments regarding the $4,400,281 15-year maintenance cost

shown in Exhibit GTD-R1, Page 3?

10 Yes. First,

11

12

the costs are inflated at a compounded annual rate of 3.0 percent.

Accordingly, the costs for the year 2023 are inflated over the 2008 amount by a factor of

1.0315 or 1.558. Thus, the calculation reflects future costs instead of historical test year

13 costs. These projected, inflated amounts are not known and measurable and should be

14

15

16

rejected. Furthermore, even if recognition of future, inflated costs was appropriate, the

inflationary period should be consistent with the number of years the rates are expect to be

in place before a subsequent rate case.

17

18 Q~ Does Staff have other concerns regarding the Company proposed maintenance costs?

19

20

Yes. First, Arizona-American has not explained why Arizona Water Company's claimed

costs are representative of Arizona-American's costs nor has it shown that the costs are

21 Second, the costs claimed by Arizona

22

directly comparable (include identical items).

Water Company have not been adopted by the Commission.

23

24 Q- What does Staff recommend regarding the tank maintenance?

25

A.

A.

A. Staff continues to recommend the normalized historical costs as presented in its direct

testimony. However, Staff does perceive potential merit to the Company proposed plan
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1

2

with appropriate support and modifications. Accordingly, Staff reserves the right to

revisit this issue subject to further discovery.

3

4 III. RESPONSE TO Ms. SHERYL L. HUBBARD'S REBUTTAL TESTIMONY

5

6

Depreciation Expense

Q, What are the Company rebuttal and Staff surrebuttal depreciation expenses by

7

8

9

system?

The fol lowing chart shows the Company's rebuttal and Staf fs surrebuttal depreciation

expenses by system.

10
11
12
13
14

~15
16
17
18
19

Agua Fria
Havasu
Mohave Water
Mohave WW
Paradise Valley
Sun City West
Tubae

Company
Rebuttal
4,397,190

291,351
883,235
248,398

1,615,824
1,323,541

81,127

Staff
Surrebuttal
4,071,081

187,656
554,265

29,337
1,643,187
1,479,023

81,127

20

21

22

Q- What are the reasons for the differences in depreciation expense between the

Company's Rebuttal Testimony and Staff's Surrebuttal Testimony?

23

24

The differences in depreciation expense are attributable to differences in depreciable plant

and depreciation rates, including the amortization rate for contributions-in-aid-of

construction ("CLERC").25

26

27 Chemical Expense

28 Q. Does Staff agree with the Company's rebuttal position regarding chemical expense?

29

30

A.

A.

A. Yes. The Company's original application included a double count of some chemical

expenses in the Agua Fria and Paradise Valley Districts. Staffs Direct Testimony



Surrebuttal Testimony of Gary T. McMurry
Docket No. W-01303A-08-0227 et al
Page 5

1

2

3

4

included an adjustment to remove the double count. However, Staffs adjustment also

contained an error. The Company's rebuttal position rectifies both errors. Staff agrees

with the Company that the Chemical Expenses for the Agua Fria and the Paradise Valley

Districts are $981,390 and 185,037, respectively.

5

6

7

8

9

10

Q-

11

12

13

14

Does Staff agree with the Conlpany's rebuttal position regarding chemical expense

including the Company's proposed amortization of deferred Arsenic O&M for the

Havasu District?

Yes. Mr. Broderick proposed in bis Direct Testimony to amortize Havasu's deferred

arsenic O&M costs over 12 years. Decision No. 69162, dated December 5, 2006,

authorized the deferral of these arsenic costs. However, in preparation of the schedules

for the original rate filing, the amortization of deferred arsenic O&M costs was omitted.

The Company corrected the oversight in the schedules submitted in Rebuttal Testimony.

The proposed annual amortization of deferred arsenic O&M costs is $7,916 ($94,996 +

12).15

16

17

18

19

20

21

Property Taxes

Q. Does the Company refute Staff's recommendations with respect to property taxes?

A. No. The Company notes that Staffs proposed adjustments to property taxes reflect the

conforming adjustment necessary to account for the difference between the Company's

and Staffs revenue requirement.

22

A.



Surrebuttal Testimony of Gary T. McMurry
Docket No. W-01303A-08-0227 et al
Page 6

1 Income Taxes

2 Q-

3

4

5

Does the Company refute Staffs recommendations with respect to income taxes?

No. The Company notes that Staffs proposed adjustments to income taxes reflect the

conforming adjustment necessary to account for the difference between the Company's

and Staffs revenue requirement.

6

7 Fuel and Power Aryustor Mechanism

8 Q-

9

Is the Company proposing any expense adjustor mechanism?

Yes. The Company is proposing a fuel and power adjustor mechanism.

10

11 Q. What reason has the Company given to support its request for a fuel and power

12

13

14

adjustment mechanism?

The Company supports its request for a fuel and power adjustment mechanism citing that

power costs are a significant portion of its operating expenses.

15

16 Q-

17

Does the mere significance of a particular expense warrant establishment of an

adjustment mechanism?

18

19

20

21

22

23

24

25

26

A.

A.

A.

A. No. Other criteria such as volatility and ability to control should also be considered.

Furthennore, a concern for piecemeal regulation is inherent in adjustment mechanisms,

i.e., an adjustor mechanism has the potential to automatically increase rates due to an

increase in one particular expense without the simultaneous consideration of changes in

other costs that may have declined or revenues that may have increased. In other words,

an adjustment mechanism has the built-in potential to allow a company to increase rates

based on certain isolated costs when its other costs may be declining resulting in increased

income. In addition, adjustment mechanisms may also provide a disincentive for a utility

to obtain the lowest possible cost commodity when the costs are simply passed through to
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1

2

the ratepayer. Accordingly, Staff recommends denial of the Company's request for a fuel

and power adjustment mechanism.

3

4 Q- Does this conclude your Surrebuttal Testimony?

5 A. Yes, it does.
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET nos. w-01303A-08_0227 AND sw-01303A-08-0227

Arizona-American Water Company ("A.AWC" or "Company") is a certificated Arizona public
service corporation that provided wastewater utility service in various communities throughout
the state. This proceeding originally included 10 of the Company's systems but the Company
withdrew 3 of them, leaving 7 systems. The case is for die test year ended December 31, 2007.

On May 1, 2008, AAWC filed an application for a permanent rate increase. The Company
requested the following increases for the 7 systems in this case.

Agua Fria Water District:

Agua Fria Water District proposed an increase of $9,192,303, or 48.8 percent, revenue increase
from $18,818,613 to $28,010,816 The proposed revenue increase would produce an operating
income of $8,146,017 for an 8.40 percent rate of return on an original cost rate base ("OCRB")
of $96,976,95. Staffs revenue requirement of $21,746,549 represents an increase of
$2,927,935, or 15.6 percent, for a 7.34 percent rate of return on a Staff adjusted OCRB of
original cost rate base of $62,858,663.

Havasu Water District:

Havasu Water District proposed an increase of $815,803, or 79.5 percent, revenue increase from
$1,026,587 to $1,842,390. The proposed revenue increase would produce an operating income
of $354,604 fran 8.40 percent rate of return on an OCRB of $4,221,474 Staffs revenue
requirement of $1,448,116 represents an increase of $1,026,586, or 41.0 percent, for a 7.34
percent rate of return on a Staff adjusted OCRB of original cost rate base of 34,062,403 .

Mohave Water District:

Mohave Water District proposed an increase of $1,665,410, or 32.4 percent, revenue increase
from $5,113,631 to $6,779,041. The proposed revenue increase would produce an operating
income of $1,011,470 for an 8.40 percent rate of return on an OCRB of $12,041,310 Staffs
revenue requirement of $5,323,533 represents an increase of $209,902, or 4.10 percent, for a
7.34 percent rate of return on a Staff adjusted OCRB of original cost rate base of$8,895,477.

Mohave Wastewater District:

Mohave Wastewater District proposed an increase of $642,148, or 80.7 percent, revenue increase
from $796,161 to $1,438,309 The proposed revenue increase would produce an operating
income of $398,173 for an 8.40 percent rate of return on an OCRB of $4,740,149 Staffs
revenue requirement of $796,161 represents an increase of $0, or 0.00 percent. This amount is
intended to cover the company's expenses and cannot be compared with this system's rate base
which is negative after Staffs adjustments.



Paradise Valley Water District:

Paradise Valley Water District proposed an increase of $3,101,550, or 39.5 percent, revenue
increase from $7,848,732 to $10,950,282. The proposed revenue increase would produce an
operating income of $3,432,659 an 8.40 percent rate of return on an OCRB of $40,864,986.
Staff s revenue requirement of $9,643,480 represents an increase of $1,749,748, or 4.10 percent,
for a 22.87 percent rate of return on a Staff adjusted OCRB of original cost rate base of
$39,012,577.

Sun City West Water District:

Sun City West Water District proposed an increase of $4,276,305, or 75.0 percent, revenue
increase from $5,701,431 to $9,977,736. The proposed revenue increase would produce an
operating income of $3,183,691 for an 8.40 percent rate of return on an OCRB of $37,90l,085.
Staffs revenue requirement of $9,104,518 represents an increase of $3,403,087, or 59.69
percent, for a 7.34 percent rate of return on a Staff adjusted OCRB of original cost rate base of
$37,264,959.

Tubae Water Distn'ct.°

Tubac Water District proposed an increase of $278,214, or 65.2 percent, revenue increase from
$426,900 to $705,114. The proposed revenue increase would produce an operating income of
$128,306 for an 8.40 percent rate of return on an OCRB of $1,527,454. Staffs revenue
requirement of $626,781 represents an increase of $199,881, or 46.82 percent, for a 7.34 percent
rate of return on a Staff adjusted OCRB of original cost rate base of $1,240,183.

1
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1 INTRODUCTION

2 Q.

3

4

5

Please state your name, occupation, and business address.

My name is Gerald Becker. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff").

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q-

8

Briefly describe your responsibilities as a Public Utilities Analyst V.

I am responsible for the examination and verification of financial and statist ical

9

10

11

information included in utility rate applications. In addition, I develop revenue

requirements, prepare written reports, testimonies, and schedules that include Staff

recommendations to the Commission. I am also responsible for testifying at formal

12 hearings on these matters.

13

14

15

16

Q~ Please describe your educational background and professional experience.

I received a Masters of Business Administration with an emphasis in Accounting from

Pace University. I am a Certified Public Accountant and a Certified Internal Auditor.

17

18

19

20

I have participated in multiple rate, financing and other regulatory proceedings. I attended

the National Association of Regulatory Utility Commissioners ("NARUC") Utilities Rate

School.

21

22

23

24

25

26

A.

A.

A.

I began employment with die Commission as a utilities regulatory analyst in April 2006.

Prior to joining the Commission, I worked as an Auditor at the Department of Economic

Security and Department of Revenue in the Taxpayer Assistance Section. Prior to those

jobs, I worked for 15 years as an Auditor, Analyst, Financial Analyst, and Budget

Manager at United Illuminating, an investor owned electric company in New Haven, CT.
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1 Q.

2

What is the scope of your testimony in this case?

I am presenting Staffs analysis and recommendations in the areas of rate base and revenue

3

4

5

6

requirement, regarding Arizona-American Water Company ("AAWC" or "Company")

application for a permanent rate increase. Staff witness Gary McMurry is presenting

Staffs analysis of operating revenues and expenses, Staff witness David Parcell is

presenting Staffs cost of capital recommendations.

7

Staff witness Marvin Millsap is

Staff witness Dorothy Hairs is presenting

8

presenting rate design recommendations.

Staff' s engineering analysis and recommendations.

9

10 Q- What is the basis of your recommendations?

11

12

13

14

15

16

I performed a regulatory audit of AAWC's application to determine whether sufficient,

relevant, and reliable evidence e>dsts to support the Company's requested rate increase.

The regulatory audit consisted of examining and testing the financial information,

accounting records, and other supporting documentation and verifying that the accounting

principles applied were in accordance with the Commission adopted NARUC Uniform

System of Accounts ("USOA").

17

18 BACKGROUND

19 Q. Please review the background of this application.

20

21

AWW is a holding company whose major subsidiaries provide water and wastewater

services in 19 states. AWW is the largest investor-owned water and wastewater company

22 in the United States.

23

24

25

26

A.

A.

A.

AWW has undertaken several ownership changes over the past several years. Until 2003,

AWW was a publicly-traded company headquartered in Voorhees, NJ. In 2003, AWW's

stock was acquired by RWE Akdengesellschatl ("RWE") (a German company) and
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became a whole-owned subsidiary of RWE. In 2005, RWE announced its intention to exit

is water activities in the U.S. and elsewhere and. in connection with this. sold

approximately 63.2 million shares in an initial public offering ("IPO") of AWW's shares

This sale amounted to approximately 40 percent of AWW's shares now being owned by

the investing public and the remaining 60 still owned by RWE. RWE intends to divest its

remaining ownership of AWW through the consummation of additional public offerings in

the future as dictated by market conditions

As noted above, AWW owns a number of water and wastewater subsidiaries that operate

in 32 states throughout the U.S. One of these is A.AWC. AWW also owns non-regulated

subsidiaries. AWW raises debt capital for its subsidiaries through its financing subsidiary

American Water Capital Corp

The application is for 6 water systems and 1 wastewater system owned by AAWC. Those

systems include Agua Fria Water, Havasu Water, Mohave Water, Mohave Wastewater

Paradise Valley Water, Sun City West Water, and Tubac Water

18 Q W hat are the primary reasons for the Company's requested permanent rate

Increase

The Company's application states that the filing complies with the filing requirements

established by the Commission in Decision Nos. 68825, 69173, 69181, and 69396. The

Company further states that it has lost nearly $30 million since AWW purchased the assets

of Citizens Water Resources in 2002 and that it lost $4.6 million in 2007. The Company

states that the Commission concluded that the Company's times interest earned ratio

("TIER") was 0.44. The Company further states that despite an equity infusion of $15
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1 million in 2007, its TIER had further pluInmeted to 0.072. The Company states that a

2 TIER of 1.0 is not sustainable in the long term.

3

4 CONSUMER SERVICE

5 Q-

6

7

Please provide a brief history of customer complaints received by the Commission

regarding AAWC.

Staff reviewed the Conunission's records for the period January 1, 2006 through January

8 8, 2009 and found:

9

10

11

For Agua Fria Water District, there were 34 complaints and 17 opinions, all opposed to

the rate increase.

12

13 For the Havasu Water District, there were 34 complaints and 8 opinions, all opposed to the

14 rate increase.

15

16

17

For the Mohave Water and Wastewater Districts, there were 51 complaints and 333

opinions, all opposed to the rate increase.

18

19 For the Paradise Valley Water District, there were 65 complaints and 12 opinions, all

20 opposed to the rate increase.

21

22

23

For the Sun City West Water District, there were 60 complaints and 9 opinions, all

opposed to the rate increase.

24

25 For the Tubac Water District, there were 3 complaints and 2 opinions, all opposed to the

r

26

A.

rate increase.
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1 SUMMARY OF PROPOSED REVENUES

2

3

4

5

Please summarize the Company's f iling.

The Company proposes total annual operating revenue of $59,693,715 for die systems in

this case. This represents an increase of $19,961,660, or 50.2 percent, over Test Year

revenue of $39,732,055. The amounts for each system are shown below.

6

Company Proposed

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubae
Overall

Test Year
$18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
S 5,701,431
$ 426,900

$ 39,732,055

Company Proposed
$ 28,010,843
$ 1,842,390
$ 6,769,04 I
$ 1,438,309
$ 10,950,282
$ 9,977,736
$ 705,114
$ 59,693,715

$$ Increase
$ 9,192,203
S 815,803
s 1,655,410
$ 642,148
s 3,101,550
$4,276,305
$ 278,214

$ 19,961,633

% Increase
A 48.8%

79.5%
32.4%
80.7%
39.5%
75.0%
65.2%

50.2%

7

8 Q.

A.

Please summarize Staffs recommended revenue.

9

1 0

Staff' s recommends a revenue requirement of $48,528,678. This represents an increase of

$8,796,623, or 22.1 percent. The amounts for each system are shown below.

11

Staff Recommended

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac
Overall

Test Year
$ 18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
$ 5,701,431
s 426,900

$ 39,732,055

Staff
Recommended
$ 21,746,548
s 1,448,117
$ 5,323,533
$ 796,161
$ 9,643,480
$ 9,104,518
$ 626,781
s 48,532,000

$$ Increase
$ 2,927,935
s 421,530
s 209,902
$ -

$ 1,794,748
$ 3,403,087
$ 199,881
$ 8,801,945

% Increase
15.6%
41.1%
4.1%
0.0%
22.9%
59.7%
46.82%
22.2%

12

1 3

I 14

The above proposed and recommended revenue increase would apply to the customers of

each system as shown below:

1 5

A.

Q.
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1 Below is a description of the Revenue Requirement:

2

3 Agua Fria Water District:

4

5

6

7

8

9

10

11

Agua Fria Water proposed a $9,192,303, or 48.8 percent, revenue increase from

$18,818,613 to $28,010,816 The proposed revenue increase would produce an operating

income of $8,146,017 for an 8.40 percent rate of return on an original cost rate base

("OCRB") of $96,976,395. Stabs revenue requirement of $21,746,549 represents an

Mcreae of $2,927,935, or 15.6 percent, for a 7.34 percent rate of return on a Staff

adjusted OCRB of original cost rate base of $62,858,663 .

12

13

Havasu Water District."

14 Havasu Water proposed a $815,803, or 79.5 percent, revenue increase from $1,026,587 to

$1,842,390 The proposed revenue increase would .produce an operating income of

$354,604 for an 8.40 percent rate of return on an OCRB of $4,221,474. Staffs revenue

requirement of $1,448,116 represents an increase of $1,026,586, or 41.0 percent, for a

7.34 percent rate of return on a Staff adjusted OCRB of original cost rate base of

s4,062,403.

15

16

17

18

19

20

21

22

Mohave Water District?

23

24

25

Mohave Water proposed a $1,665,410, or 32.4 percent, revenue increase from $5,113,631

to $6,779,041 The proposed revenue increase would produce an operating income of

$1,011,470 for an 8.40 percent rate of return on an OCRB of$12,041,310. Staffs revenue
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1

2

reqMement of $5,323,533 represents an increase of $209,902, or 4.10 percent, for a 7.34

percent rate of return on a Staff adjusted OCRB of original cost rate base of $8,895,477.

3

4 Mohave Wastewater District:

5

6

7

8

9

10

11

12

Mohave Wastewater proposed a $642,148, or 80.7 percent, revenue increase from

$796,161 to $1,438,309 The proposed revenue increase would produce an operating

income of $398,173 for an 8.40 percent rate of return on an OCRB of $4,740,149 Staffs

revenue requirement of $796,161 represents an increase of $0, or 0.00 percent. This

amount is intended to cover the company's expenses and cannot be compared with this

system's .rate base which is negative after Staffs adjustments. For these reasons, the

accompanying schedules regarding revenue requirements are for informational purposes

only.13

14

15

16

17

18

19

20

21

Paradise Valley Water District."

22

23

Paradise Valley Water proposed a $3,101,550, or 39.5 percent, revenue increase Hom

$7,848,732 to $10,950,282 The proposed revenue increase would produce an operating

income of $3,432,659 an 8.40 percent rate of return on an OCRB of $40,864,986 Staffs

revenue requirement of $9,643,480 represents an increase of $1,749,748, or 4.10 percent,

for a 22.87 percent rate of return on a Staff adjusted OCRB of original cost rate base of

$39,012,577.
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1 Sun City West Water District

Sun City West Water proposed a $4,276,305, or 75.0 percent, revenue increase from

$5,701,431 to $9,977,736 The proposed revenue increase would produce an operating

income of $3,183,691 for an 8.40 percent rate of return on an OCRB of $37,901,085

Staffs revenue requirement of $9,104,518 represents an increase of $3,403,087, or 59.69

percent, for a 7.34 percent rate of return on a Staff adjusted OCRB of original cost rate

base of$37.264.959

10 Tubae Water District

11

12 Tubac Water proposed a $278,214, or 65.2 percent, revenue increase from $426,900 to

$705,114. The proposed revenue increase would produce an operating income of

$128,306 for an 8.40 percent rate of return on an OCRB of $1,527,454. Staffs revenue

requirement of $626,781 represents an increase of $199,88l, or 46.82 percent, for a 7.34

percent rate of return on a Staff adjusted OCRB of original cost rate base of $1 ,240,813

18 Q What Test Year did the Company use for this tiling

AAWC's rate filing is based on the twelve months ended December 9, 2005 ("Test

Yea;r")

22 Q Please summarize the rate base and operating income recommendations and

adjustments addressed in your testimony for AAWC

My testimony addresses the following issues
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1

2

3

4

Plant in Service, Accumulated DepreciatiOn, and AdvaNces in Aid of Construction

("AIAC") and Contributions in Aid of Construction ("ClAC") - This adjustment adjusts

Plant in Service, Accumulated Depreciation and associated AIAC for the respective

system based on Staffs review of a sample of the plant activity since the last rate

proceeding.5

6

7

8

9

10

11

Imputed Regulatorv AIAC - This adjustment removes post test year adjustments proposed

by the Company for all systems except Paradise Valley to reflect the intent of Decision

No. 67093. In this case, the Company proposed post test amortization of its Imputed

Regulatory Advances in Aid of Construction ("IR AIAC") but not its Imputed Regulatory

Contributions in Aid of Construction ("IR CIAC").

12

13 Working Capital - These adjustments adjust the cash working capital component of the

overall working capital adjustment to rate base.

Defined Debits - These adjustments adjust the deferred debits that the Company

proposed to be included in its rate base.

14

15

16

17

18

19

20

21

22

White Tanks CWIP - Agua Fria Water system only - This adjustment modifies that $25

million of CWIP that the Company has requested in rate base of the White Tanks Plant

with an expected in service date of April 2010.

23 Post Test Year Plant - This adjustment removes post test year plant for some systems.

24
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1

2

RATE BASE ADJUSTMENTS- MULTIPLE SYSTEMS

Fair Value Rate Base

3 Q-

4

Did the Company prepare a Schedule showing the elements of Reconstruction Cost

New Rate Base?

No, the Company did not. The Company requested that its original cost rate base

("OCRB") be treated as its fair value rate base.

5

6

7

8

9

10

11

12

Rate Base Summary

Q. Please summarize Staff's adjustments to AAWC's rate base shown on Schedules

GWB-3, GWB-3, and GWB-3.

Staff's adjustments to the Company's rate base resulted in a net decrease of $45,545,190

from $198,272,854 to $l52,667,455. This decrease was primarily due to removing the

amortization of IR AIAC, recalculating cash working capital, and recalculating deferred

debits. In the Agua Fria Water, Mohave Water and Mohave Wastewater systems, some

post test year plant was removed. In the Agua Fria Water system, Staff removed the

Company's recommended inclusion of $25 million of CWIP for the White Tanks plant

which has an expected in service date of April 2010. A summary of the Company

proposed and Staff recommended rate base amounts is shown below.

13

14

15

16

17

18

19

20

21

22

23

Rate Base A¢uustment No. 1 - Plant in Service, accumulated depreciation andAlA C

Q. What did the Company and Staff propose for Plant in Service, Accumulated

Depreciation, and associatedAIAC and CIAC?

The Company and Staffproposed the following amounts for each system.

24

A.

A.

A.
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Rate Base

AF Water
Havasu
Mohave Water
Mohave Wastewster
Paradise Valley
Sun City West Water
Tubac
Overall

Company
ProDosed

$ 96,976,395
$ 4,221 ,474
$12,041 ,310
$ 4,740,149

$ 40,864,986
$37,901 ,086

$1 ,527,454
$198,272,854

Staff
Recommended
$ 62,858,663
$ 4,062,403
$ 8,895,477
$ (610,468)

$ 38,958,204
$ 37,264,959
$ 1,240.813

$152,675,887

Difference
$ (34,117,732)

$ (159,071)
$ (3,145,833)
$ (5,350,617)
$ (1 ,852,409)

$ (636,127)
$ (286,641 )

$ (45,596,967)

% Difference
-35.2%

-3.8%
-26.1 %

-112.9%
-4.5%
-1 .7%

-18.8%
-23.0%

1

2 Q. What is the nature of Staffs adjustments to Plant, Accumulated Depreciation and

3

4

5

AIAC?

Staff tested a sample of the capital additions since each respective system's prior case and

determined that the Company was unable to provide the supporting documentation for

some items. In addition, Staff witness Dorothy Hains visited each site and performed a

determination of the plant's used and usefulness as discussed in Staffs Engineering

Report for each system. Accordingly, Staff adjusted the Plant, Accumulated Depreciation

and AIAC balances accordingly as shown on Schedule GWB 3 for each system. Further,

Staff corrected a clerical error made by the Company whereby retirements for Sun City

West Water, Paradise Valley Water, and another system not in this case were made to the

6

7

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

wrong system.

18

19

20

Rate Base Aauustmenf No. 2 - Working Capital

Q. Please describe the working capital adjustment to rate base.

A. Working capital is a collective term that typically includes amounts for prepaid expenses,

materials and supplies inventory, and cash worldng capital. In its summary schedules

filed in Docket, the Company aggregated these items as one line item. Staff Schedules

GWB 3 and GWB 4 provide the composition of the Company's working capital by

component to show the cash working capital component and Staffs recommended

A.

1
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1

2

adjustments to that component. Staffs adjustments relate to the cash working capital

component Only.

3

4 The purpose of calculating a cash worldng capital amounts is to quantify the amount of

cash that a company needs to operate by analyzing die timing differentials between the

period required for revenues to be realized and collected and the periods between the date

that an expense is incurred and the date paid. A lead lag study summarizes the differences

between the collection of revenues and the payment of expenses and creates a cash

working capital amount which isadded or subtracted from the Company's rate base.

5

6

7

8

9

10

11 Q. Did the Company supply a lead lag study in this case?
l

Yes.

Q. Was Staff able to use the Company's study to calculate cash worldng capital?

No.

Q. Please explain.

12

13

14

15

16

17

18

19

2 0

21

22

Staff reviewed the study and concluded that while die revenue lag days were well

supported by the Company, the Company's expense lag days included therein were not

reliable. Staff further noted that the amounts included as expense amounts in the study did

not agree to the respective expense amounts provided elsewhere in the Company's.

23

24

Q- How did Staff attempt to resolve these concerns?

25

26

A.

A.

A.

A. Staff discussed its concerns with Company personnel. The Company agreed that the

expense amounts and lead lag days could not be explained or supported by new or existing

evidence in the case. Staff informed the Company that Staff would create its lead lag
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amount to estimate cash working capital by using Staff adjusted test year expenses in the

present case but would use the lead lag days for expenses as reflected in the Company's

previous case for its Mohave systems in Decision No. 69440. This lead lag study was also

used as the basis of adjustments to Company amounts in two other AAWC cases (W

01303A-06-0403 .and W-01303A-06-0491) which were adopted by the Commission in

Decision Nos. 70372 and 70209, respectively

8 Q Was Staff able to produce its own estimates of cash working capital for each system

Yes. As indicated in Schedule GWB-5 for Havasu and Tubae Water and GWB-6 for the

remaining systems, Staff recomputed the cash working capital for each system

12 Q What does Staff recommend?

Staff recommends approval of the recalculated cash working capital amounts as shown for

each system in Schedules GWB-5 for Agua Fria Water and Tubae Water, and GWB-6 for

the odler five systems

17

18

19

Rate Base Azyustment No. 3 Imputed Regulatory Advances (and Imputed Regulatory

Contributions)

Q What are Imputed Regulatory Advances and Imputed Regulatory Contributions

Decision No. 63584 authorized the sale of Citizen Assets and the transfer of its Certificate

of Convenience and Necessity ("CC&N") to AAWC. The Decision also stipulated that

certain amounts recorded by Citizens as CIAC and AIAC be imputed to AAWC. The IR

CIAC amounts were to be amortized over a period of 10 years. The IR AIAC amounts

were to be amortized over a period of 6.5 years. The original amounts for each system are

shown below

Quo
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1
2
3
4
5
6
7

Sun City West Water
Mohave Water
Mohave Wastewater
Havasu Water
Agua Fria Water
Tubac Water

IR CIAC
$971,578
$2,865,061
$1,458,672
$280,867
$1,973,438
$143,675

IR AIAC
$12,151,160
34,208,406
$745,789
$418,704
$27,835,370
$170,081

Q- What CIAC adjustment does the Company propose in this rate case?

The Company does not propose an adjustment to amortize the imputed CIAC beyond the

end of the test Year ending December 31, 2007.

8

9

10

11

12

13

14

Q- Does Staff agree with the Company?

15

16

Yes. Staff agrees with the Company's proposed treatment of IR CIAC and believes that

IR AIAC should be treated in the same manner as discussed below.

Q- What AIAC adjustment does the Company propose in this rate case?

The Company proposes an adjustment to amortize the imputed AIAC amount through July

2009.

17

18 A.

19

20

21

22

23

24

25

26

Q. Does Staff agree with the Company's proposed adjustment?

27

28

29

A.

A.

A.

No. The Company's proposed adjustment to July 2009 creates a mismatch between

revenues and expenses, violates the Historical Test Year, and clearly circumvents the

intent of the previous order. Staffs opinion is that it is inappropriate for the Company to

claim additional amortization through some date after the end of the Test Year in this case.

The recognition of post test year amortization through July 2009, creates a mismatch

between revenues and expenses, violates the Historical Test Year and clearly circumvents

the intent of the previous order. Staff' s opinion is that it is inappropriate for the Company

to claim additional amortization through some date after the end of the Test Year in this
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1

2

3

4

case. Staff Mrther notes that the Commission did not approve amortization of post test

year IR AIAC and IR CIAC in Decision No. 70372 dated June 13, 2008, regarding Docket

No. W-01303A-06_0403 (the Company's Anthem Water and Anthem/Agua Fria

Wastewater cases) and Decision No. 70209 dated March 20, 2008, regarding Docket No.

W-01303A-06-0491 (the Company's Sun City and Sun City West Wastewater systems).5

6

7 `Q.

8

9

10

What does Staff recommend concerning post test year amortization of Imputed

AIAC amounts?

11

12

Staff recommends eliminating the Company's post test year adjustments to the Imputed

AIAC balances remaining at the end of the test year. Staff recommends increasing the

Imputed AIAC balance for each system as shown below and as indicated on the related

schedule for each system.

13

Sun City West Water
Mohave Water
Mohave Wastewater
Havasu Water
Agua Fria Water
Tubae Water

Original
IR AIAC

$12,151 ,160
$4,208,406

$745,789
$418,704

$27,835,370
$170,081

Balance at
12-31-07
$934,705
$323,724
$57,368
$32,208

$2,106,567
$13,083

Company
Proposed

$-0-
$-0-
$-0-
$-0-
$-0-
$-0-

Staff
Adjustment

$934,705
$323,724
$57,368
$32,208

$2,106,567
$13,083

14

15

16

17

18

19

Rate Base A¢uustment No. 4 - Deferred Debits

Q-

A. In its deferred debits adjustment to rate base, the Company included a broad group of

items including unrecovered rate case expense from previous proceedings, unamortized

expenses firm debt issuances and unusual account balances descdbed by accounting

What did the Company include indeferreddebits?

20 terms.

21

A.
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Q- How did Staff evaluate these items?

Staff reviewed the composition of the deferred debits included in each system's rate base

and asked die Company to explain and support their inclusion in rate bases.

Q. How did the Company respond?

1

2

3

4

5

6

7

8

9

10

The Company responded that the inclusion of these items in rate base was an oversight on

its part. The Company included a spreadsheet showing that of the $5,950,111 originally

included the rate base for the systems, $5,351,563 should be removed. A schedule of

these adjustments by system is shown below:

System
Per Co at
12/31/07

Staff
Recommended Adjustment

Agua Fria Water
Havasu Water
Mohave Water
Mohave Wastewater
Paradise Valley Water
Sun City West Water
Tubae Water

$3,529,517
$155,374

$1,749,805
$0

$1,238,398
$(777,486)

$54,503

$208,401
$9,673

$99,833
s 7,701

$154,761
$114,798

$3,381

($3,321,116)
.($145,701)

($1,649,972)
$7,701

($1,083,637)
$892,284
(51,122)

Totals $5,950,111 $598,548 $5,351,563

Q- What does Staff recommend?

1 1

1 2

1 3

1 4

1 5

A.

A.

A.

Staff agrees with the revised amounts provided by the Company and has posted these

adjustments on Schedules GWB 3 and GWB 4 for each respective system.
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1

2

3 Q-

4

RATE BASE ADJUSTMENTS- AF WATER SYSTEMS

Rate Base A¢Hustment No. 5 -AF System $25 million of CWIP in Rate Base

What did the Company propose for the \Vhite Tanks Plant?

The Company proposes inclusion of $25 million of CWIP associated with the White

Tanks treatment plant. To date, the plant is not yet in service and the expected in service

date is not until April 2010.

5

6

7

8

9

10

11

12

Q- Please explain the Conlpany's reasons for requesting the inclusion of CWIP in rate

base.

The Company states that the slowdown in the real estate market has caused actual hook up

fees to be far below the Company's forecast. The Company further states that it would be

fair for AF customers to pay a portion of the White Tanks plant in order to stay the course

on funding the balance of the plant's cost via hook up fees. To compare with the $25

million amount request in rate base, die Company further states that at the end of the test

year, it had spend approximately $8.4 million and that this would climb to $43.2 million

by the end of2008.

Q- Did Staff agree with the Company's position?

No. Staff disagrees with the inclusion of CWIP in rate base for several reasons.

13

14

15

16

17

18

19

20

21

22

23

24

A.

A.

A.

1. An increase in hook up fees to fund the White Tanks plants was granted in

Decision No. 69914 (Docket No. W-01303A-05-0718). In this case, the

Commission authorized increases in the hook up fees as shown below:
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Meter Size
Existing Water

Facilities Hook-up Fee
_Proposed Water

Facilities Hook-up Fee

5/8 x 3/4-inch
3/4 -inch
1 -inch
1 1/2-inch
2-j.nch
3-inch
4-inch
6-inch or larger

S 1,150
1,725
2,875
5,750
9,200

18,400
28,750
57,500

S 3,280
4,920
8,200

16,400
26,240
52,480
82,000

164,000

1

2

3

4

5

6

The increases approved in this decision were intended to fund the entire cost of the White

Tanks plants.

2. During the Open Meeting to hear the case, the Commission asked the Company if

it would Bind and complete the project regardless of events in the real estate

market. Through its counsel, the Company responded that it would complete the

project regardless of the real estate market.

The intent of Docket No. W-01303A-05-0718 is that the plant would be entirely

funded through hook up fees and that ratepayers would be not burdeNed with its

cost. The inclusion of CWIP in rate base would effectively reverse the intent of

die previous order.

7
8
9

10
11
12
13
14
15.
16 A.
17

Q- Is the Cornpany proposing any changes to the hook up fees authorized in Decision

18

19

No. 69914?

The Company proposes that the amounts remain but requests an extension of the ending

date of December 31, 2015 to December 31, 2020 in order to allow more time to fund the

project. To date, the plant is not yet in service and the expected in service date is not until

2010.

20

3.
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1 Q. Does Staff agree with the Company's position?

2 Yes. Due to the` slowdown in the market, Staff believes that it is reasonable to allow the

3

4

Company more time to recover its investment. The intent of Decision No. 69914 was to

fund the plant through hook up fees in order to provide for lower rates M the future.

5

6

7

8

9

10

11

Q. Is the Company proposing any other changes to the activity at the White Tanks

Plant?

Yes. The Company is requesting accounting order to for an O&M deferral mechanism

similar to that of an Arsenic Cost Recovery Mechanism ("ACRM") mechanism and the

Company also provided notice of a proposed Joint Development agreement with the

Maricopa Water District. These issues are discussed later in my testimony.

12

13

14

RATE BASE ADJUSTMENTS- POST TEST YEAR PLANT

15

16

.17

18

19

20

21

22

23

Agua Fria Water Rate Base Adjustment No. 6 - Post Test Year Plant Additions.

Q. What is the Company proposing for Plant in Service?

A. In its Agua Fria Water system, the Company is proposing a total of $211,145,154 for Plant

in Service relating to its OCRB. The Company is proposing all plant, property and

equipment that were in service during the test year, plus pro forma adjustments of

$3,214,033 for additions made to plant after the test year ("post test year plant") and a

$25,000,000 adjustment for CWIP associated with the construction of the White Tanks

Plant (see above).

Q- When was this post test year plant placed into service?

24

25

26

A.

A.

A.

According to Ms. Dorothy Hairs' Direct Testimony (see Engineering Report), $1,167,268

was in service as of September 10, 2008 (the "Waddell Haciendas" subdivision) and

$2,046,765 (the "Sierra Montana" subdivision) was not in service as of the inspection date
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1

2

of September 10, 2008. The $25 million of CWIP associated with the White.Tanks has a

planned in service date ofApri1 2010.

3

4 Q. When is recognition of post test year plant appropriate?

5

6

7

8

9

10

11

Post test year plant is usually mismatched with the revenues, expenses, and rate base of

the test year. Matching is a iiindamental principle of accounting and rate-maldng. The

absence of matching distorts the meaning of and reduces the usefulness of operating

income and rate of return for measuring the fairness and reasonableness of rates.

Accordingly, recognizing post test year plant in rate base is generally appropriate only in

special and unusual cases where failure to do so would create an inequity. Staff had

traditionally recognized two such cases :

12

13

14

15

When the magnitude of the investment relative to the utility's total investment is

such that not including the post test year plant in the cost of service would

jeopardize the utility's financial health, and

16

17 When conditions such as the following exist:

18

19

20

21 c.

22

The cost of the post test year plant is significant and substantial,

The net impact on revenue and expenses for the post test year plant is

known and insignificant, or is revenue neutral,

The post test year plant is prudent and necessary for the provision of

services and reflects appropriate, efficient, effective and timely decision-

23 malting.

24

A.

2.

1.

b.

a.
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1 Q.

2

4

Has the Company stated that the exclusion of post test year plant will jeopardize its

financial health?

The Company speaks mostly to the inclusion of the $25 million of White Tanks CWIP as

being crucial to its financial health due to cash flow considerations.

5

6

7

8

9

1 0

Q- 'Is the net impact on revenues and expenses for the post test year plant known and

insignificant or revenue neutral"

For the Waddell Haciendas plant, the plant is revenue neutral. For the Sierra Montana

plant, revenues would increase. For the White Tanks CWIP, revenues would also

increase.

11

12 Q- Are all retirements related to the post test year plant recognized in the ratefiling?

There are no retirements associated with the above post.test plant and CWIP.

Q- Did the Company demonstrate any extraordinary circumstances in this case?

For the White Tanks CWIP, the Company has demonstrated that the CWIP requested is

approximately 34.7 percent of the rate base excluding the CWIP adjustment.

13

14

15

16

17

18

19

20

21

22

Q-

23

24

25

What does Staff recommend?

Staff believes that the Waddell Haciendas Plant of $2,046,765 provides a benefit to

current ratepayers by creating operational efficiencies and increasing reliability. Staff

recommends that the $1,167,268 of Waddell Haciendas plant should be disallowed

because it is not revenue neutral. Regarding the White Tanks CWIP, Staff believes that

the Company has not demonstrated extraordinary circumstances and recommends

exclusion of the $25 million at this time.

26

3

A.

A.

A.

A.

A.
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1 Q.

2

Other than a piece of plant being in service, what other criteria is necessary to

includeplant in rate base?

3 Plant should be calculated using the same dates as other rate base items and revenues and

4 exp senses for prop Er matching.

5

6

7

8

9

10

11

Mohave Water Rate Base A¢§ustment No. 6 - Post Test Year Plant Additions.

Q, What is the Company proposing for Plant in Service"

A. In its Mohave system, the Company is proposing a total of $28,800,225 for Plant in

Service relating to its OCRB. The Company is proposing all plant, property and

equipment that were in service during the test year, plus pro forma adjustments of

$610,732 for additions made to plant after the test year ("post test year plant") .

12

13 Q~

14

15

When was this post test year plant placed into service?

According to Ms. Dorothy Hains' Direct Testimony (see Engineering Report), none of the

$610,732 of post test year plant was in service as of September 10, 2008.

16

17 Q-

18 A.

When is recognition of post test year plant appropriate?

Post test year plant is usually mismatched with the revenues, expenses, and rate base of

19 the test year. Matching is a fundamental principle of accounting and rate-maldng. The

20

21

22

23

24

absence of matching distorts the meaning of and reduces the usefulness of operating

income and rate of return for measuring the fairness and reasonableness of rates.

Accordingly, recognizing post test year plant in rate base is generally appropriate only in

special and unusual cases where failure to do so would create an inequity. Staff has

traditionally recognized two such cases:

25

A.

A.
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1

2

3

4

5

6

7

8

9

When the magnitude of the investment relative to the utility's total investment is

such that not including the post test year plant in the cost of service would

jeopardize the utility's financial health, and

When conditions such as the following exist:

The cost of the post test year plant is significant and substantial,

The net impact on revenue and expenses for the post test year plant is

known and insignificant, or is revenue neutral,

The post test year plant is prudent and necessary for the provision of

services and reflects appropriate, efficient, effective arid timely decision-

1 0 making.

11

12 Q-

13

Has the Company stated that the exclusion of this post test year plant will jeopardize

its financial health?

14 No .

15

16 Q-

17

18

Is the net impact on revenues and expenses for the post test year plant known and

insignificant or revenue neutral'

The net impacts of this plant are not known at this time.

19

20 Q.

21

Are all retirements related to thepost test year plant recognized in the rate filing?

There are no retirements associated with the above post test plant.

22

23 Q. Did the Company demonstrate any extraordinary circumstances in this case"

24 No.

25

A.

A.

A.

A.

2.

1.

b.

c.

a.
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1 Q- What does Staff recommend?
/

2

3

Staff believes that the post year plant in this system does not benefit current ratepayers by

either creating operational efficiencies or increasing reliability, nor has the Company

4 demonstrated extraordinary circumstances.

5

6 Mohave Wastewater Rate Base Adjustment No. 5 - Post Test Year Plant Additions.

7 Q- What is the Company proposing for Plant in Service?

8

9

10

11

In its Mohave system, the Company is proposing a total of 37,154,300 for Plant in Service

relating to its OCRB. The Company is proposing all plant, property and equipment that

were in service during the test year, plus pro forma adjustments of $3,932,080 for

additions made to plant alter the test year ("post test year plant").

12

13 Q- When was this post test year plant placed into service?

14

15

According to Ms. Dorothy Hains' Direct Testimony (see Engineering Report), all of die

$3,932,080 was in service as of September 10, 2008.

16

17 Q- When is recognition of post test year plant appropriate?

18

19

20

21

22

23

24

Post test year plant is usually mismatched with the revenues, expenses, and rate base of

the test year. Matching is a fundamental principle of accounting and rate-making. The

absence of matching distorts the meaning of and reduces the usefulness of operating

income and rate of return for measuring the fairness and reasonableness of rates.

Accordingly, recognizing post test year plant in rate base is generally appropriate only in

special and unusual cases where failure to do so would create an inequity. Staff has

traditionally recognized two such cases:

25

A.

A.

A.

A.
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1

2

3

4

5

6

7

8

9

When the magnitude of the investment relative to the utility's total investment is

such that not including the post test year plant in the cost of service would

jeopardize the utility's financial health, and

When conditions such as the following exist:

The cost of the post test year plant is significant and substantial,

The net impact on revenue and expenses for the post test year plant is

known and insignificant, or is revenue neutral,

The post test year plant is prudent and necessary for the provision of

services and reflects appropriate, efficient, effective and timely decision-

10 making.

11

12 Q-

13

Has the Company stated that the exclusion of this post test year plant will jeopardize

its financial health?

14 No.

15

16 Q-

17

Is the net impact on revenues and expenses for the post test year plant known and

insignificant or revenue neutral?

18 A. No.

19

20 Q.

21 A.

Are all retirements related to the post test year plant recognized in the rate filing?

There are no retirements associated with the above post test plant.

22

23 Q- Did the Company demonstrate any extraordinary circumstances in this case?

24 A. No.

25

A.

2.

1.

b.

c.

a.
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1 Q.

2

3

4

What does Staff recommend? ,

Staff believes that the post year plant in this system does not benefit current ratepayers by

either creating operational efficiencies or increasing reliability, nor has the Company

demonstrated extraordinary circumstances.

5

6

7

8

9

10

11

12

OTHER ISSUES- AGUA FRIA WATER SYSTEM

Accounting Order ,

Q. What is the nature of the Company's proposal?

A. The Company is proposing to defer 12 months of O&M which is approximately $1.93

million and then file for a surcharge akin to ACRM Step-One whereby the Erst 12 months

of O8cMwould be added to the second 12 months of O&M and both would be recovered

during the second 12 month period. At the end of the second 12 month period the

surcharge would be adjusted to reflect the actual on going O&M until completion of the

next rate case.

Q~ Did Decision No. 69914 provide for any deferrals?

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

A.

23

Yes. Decision No. 69914 provided for the deferral of depreciation expense and post in

service AQFUDC to the extent that the capital investment is not covered by hook up fees.

The Decision further authorized the Company to tile for an O&M deferral mechanism but

stated that the Decision "does not predetermine the necessity for or the appropriateness

of any mechanism proposed in the future by Arizona-American Water Company for

recovery of Operations and Maintenance Expense incurred for the White Tanks

Project."'

24

I Decision No. 69914, page 30, lines 1-3

A.
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1 Q What is Staff's view on the deferral of O&M?

Staff believes that accounting orders should only be issued under very unusual or

extraordinary conditions to prevent harm to either the Company or the ratepayers. In the

case at hand, the Company has already been indemnified against harm for post in service

AFUDC and depreciation expense via the accounting orders in the previous case. Staff

further notes that die cost of the Central Arizona Project ("CAP") entitlement for AF

Water is already included in the Company's O&M in this proceeding, further reducing the

Company's exposure to in-recovered O8cM

Staff does not see any evidence that the Company's net costs and O&M not subject to

deferral mechanisms and future recovery will be extraordinary. Staff believes that the cost

of providing treated water will be offset by cost savings attached to the present expenses

of providing ground water which are reflected in present rates along with the CAP

entitlement as discussed above. Thus, Stuff recommends denial of an additional

accounting order

17

18

Joint Development Agreement With The Maricopa Water District

Q What is the Company proposing

The Company is proposing a Joint Development Agreement ("JDA") with the Maricopa

Water District ("MWD")

22 Q Is MWD the same entity that was party to Docket No. W-01303A-05-0718 that

resulted in the issuance of Decision No. 69914?

Yes. It is
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1 Q-

2

Are you the same Gerald Becker who was among the Staff assigned to this previous

case?

3 Yes, I am.

4

5

6

7
8_

9

10

11

Q. Please explain the nature of the previous case broughtbefore the Commission.

12

The White Tanks Plant was originally proposed as a joint venture between AAW and

MWD. However, negotiations failed and, AAW proposed to increase its hook up fee to

fund the construction of the White Tanks Regional Treatment Facility ("White Tanks

Plant") on its own. MWD intervened and made various claims to oppose the increase,

including claims that it could build and operate the plant less expensively and more

quickly. Significant time was spent deliberating the financial and operational

characteristics of the plant proposed by.AAw and a competing alternative proposed by

MWD. The Commission approved the increase in the hook up fee so that A.AW could

build the treatment plant.

13

14

15

16

17

18

19

20

21

22

Q. Please provide a summary of the White Tanks Plant.

23

As approved in the last proceeding, the White Tanks Plant was to be consmcted on land

previously purchased and already owned by the Company. The White Tanks Plant has a

total design capacity of 80 million gallons per day ("MGD") of treatment capacity to be

constructed in 4 phases of 20 MGD each. Within each 20 MGD phases, the capacity

could be constructed in 1/3 increments of approximately 6.7 MGD. The initial

construction of Phase la would be 13.5 MGD with the remaining 6.5 of expansion

available in that phase.

24

A.

A.

A.
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1 Q-

2

3

4

5

6

7

8

9

10

Please provide a summary of the cost structure of the various phases of the White

Tanks Plant.

During the last proceeding, the cost estimates for the White Tanks Plant have been very

dynamic, but for purposes of discussion here and to give some numerical perspective on

the cost structure, Staff refers to the original application in the previous docket.2 In this

document, the Company describes the cost of the plant for its first phase of 20 MGD. It

states that a 6.7 MGD plant would cost $64,815,000. A 13.5 MGD plant would cost

$2,510,000 higher more, or $67,325,000 In the last case, the Company further

represented that the third 6.7 MGD would be the same as the second 6.7 MGD of capacity,

meaning that the total cost of the first 20 MGD would be $69,815,000.

11

12 Q~ Please provide a summary of the JointDevelopment agreement in this case.

13

14

15.

16

17

18

19

20

21

22

The Company is proposing a partnership with MWD. Under the terms of the agreement,

MWD would own 32.5 percent of the White Tanks Plant and the Company would own the

remaining 67.5 percent. The land under the plant would become the property of MW'D

and the Company would receive another parcel of land of equal value from MWD. MWD

would lease to AAW an undivided portion of the plant site to the Company for 99 years at

no cost. The Company states that this represents a benefit to ratepayers as removing the

value of the land will reduce rate base. The Company's application further states that

MWD has until November 15, 2008, to exercise this option, but the Company has

informed Staff that the option was extended until January 2009.

23 Q. DoesStaff recommend approval of the JointDevelopment agreement?

24 No.

25

A.

z Arizona American revised application dated September 1, 2006, page 7, lines 3-4

A.

A.
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1 Q.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Please explain.

As described above, a very disproportionate amount of costs are associated with the first

6.7 MGD of capacity in Phasel. By averaging the costs of the entire first phase of 20

MGD of capacity and setting a sales price accordingly, MWD benefits from the risk and

initial expenditures associated with the co1:1strL1ction of the first 6.7 MGD of capacity but

will not have risked or contributed anything during that initial phase of construction.

Further,~if MWD were to build its own plant similar to the Company's, the first 6.7 MGD

of capacity would cost approximately $64.8 million, based on the information contained in

the Company's application in the previous docket. As described above, the second and

third 6.7 MGD of capacity would add approximately $5 million to the total cost, meaning

that the cost of 20 MGD of capacity would be $69.8 million. Under the proposal at hand,

MWD would purchase 6.7 MGD of capacity for 32.5 percent of. the total at a cost of

approximately $22.7 million as compared with the estimated of. $64.8 million to the

Company for the its first 6.7 MGD of capacity. Staff is concerned that the sales price is

too low and believes that an unregulated entity such as MWD should compensate the

Company and indirectly, its ratepayers, in an amount that is more equal to the amounts

saved by MWD by not constructing its own facility.

18

19

20

21

22

23

24

25

26

A.

Further, Staff is concerned about the ownership of the land under the plant. The Company

states that it would trade the land under the plant to MWD for other land of cornpaable

value and that this would benefit ratepayers by reducing rate base. This is technically

correct but further discussion is warranted. In the previous proceeding, the cost of the

plant site already owned by AAW was stated to be approximately $562,000. Staff

believes that it is ill-conceived to spend $69.8 million to construct a plant on land not

owned by the Company for the purpose of reducing rate base by $562,000, or 0.8 percent

of the cost of the first 20 MGD of capacity of the plant.
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1

2

3

4

Further, the plant has a total capacity of 80 MGD and looldng to the future, phase 2, 3, and

4 of the plant  may be constructed to add an addit ional 60 MDG of capacity.  Being

conservative and assigning a cost of $7.5 million to each new phase, or $67.5 million for,

three phases, the total unadjusted cost of the 80 MGD capacity plant would be $137.3

million. When this amount is adjusted for 3 percent inflation for the next 99 years, the

investment would amount to an asset worth a seasonally adjusted value of approximately

$2.6 billion but it  would be located on land owned by an unregulated entity with no

obligation to renew the lease.

5

6

7

8

9

10

11

Q- Did Decision No. 69914 give the Commission express authority to approve or

disapprove the Joint Development Agreement?

12 Yes, the Order specifically provided for the following on page 31 of the Decision:

13

14
15
16
17
18

IT IS FURTHER ORDERED that the Commission shall have complete
authority to determine the entitlement and rate making treatment of any
proceeds resulting jrom the sale to third parties of either the White Tanks
facility item in whole or in part, or of any part of the capacity produced
thereby.

Q- What does Stair recommend?

19

20

21

22

23

24

Staff recommends denial of the Joint Development Agreement as presented.

OTHER ISSUES- TUBAC ACRM

Q, Please describe the background for this proposal

25

26

27

28

A.

A. The Company had originally applied but withdrew its application for an ACRM on May 4,

2005, due to strong community interest in pursuing alternative technologies and seeldng

an extension of the arsenic compliance deadline. On January 18, 2008, the Environmental

Protection Agency denied the Company's request for a three year exemption to meet the

A.

a
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l new maximum contaminant level. In its Application the Company stated that constnlction

2 would commence in the Sinner 2008 .

3

4 Q- What is the Company proposing?

5

6

7

8

The Company states that it proposed an ACRM identical to those approved for its other

systems with the exception of including some engineering overheads consistent with

recent precedent concerning Arizona Water Company ACRM's in Docket No. W-01445-

00-0962.

9

10 Q. What does Staff recommend?

11

12

Staff recommends approval of the Company's request for an ACRM. However, Staff does

not recommend making a predetermination regarding the inclusion of engineering

13 overheads.

14

15

16

OPERATING INCOME

17

18

19

Operating Income & Expenses

Staff witness Gary McMurry is sponsoring the testimony related to all income and

expense adjustments. Please refer to his testimony for further explanation of the

adjustments to operating expenses .

20

21 Q- Does this conclude your Direct Testimony?

22 A.

A.

A.

Yes, it does.
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MEMORANDUM

Gerald Becker
Public Utilities Analyst V
Utilities Division

FROM: Alfonso Amezcuaand Staff
Public Utilities Consumer Analyst
Utilities Division

THRU: Connie Walczak
Consumer Services Supervisor
Utilities Division

DATE: January 8, 2009

RE: ARIZONA-AMERICAN WATER COMPANY
Agua Fria Water District, Havasu Water District, Mohave Water District,
Paradise Valley Water District, Sun City West Water District and Tubac
Water District and Mohave Wastewater District.

DOCKET nos. W-01303A-08-0227
SW-01303A--8-0227

COMPLAINT HISTORY

A search of the Consumer Services database reveals that the following customer
complaints and opinions were tiled against Me Company by system from January 1, 2006
through current:

Agua Fria Water District

2006-14 Complaints-8 billing, 5 quality of service, 1 deposit

2007-13 Complaints-9 billing, 2 quality of service, 1 disconnect, 1 construction

2008-6 Complaints-5 billing, 1 quality of service
16 Opinions-all opposed to the proposed rate increase

TO:

2009-1 Complaint-billing
1 Opinion-opposed to the rate increase
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Havasu Water District

2006-6 Complaints-2 billing, 3 quality of service, 1 repair

2007-5 Complaints-3 billing, 1 quality of service, 1 rates and tariff

2008-6 Complaints-3 billing, 3 quality of service
8 Opinions-all opposed to the rate increase

2009-Zero Complaints/opimlons

Mohave Water and Wastewater District

2006-12 Complaints-7 billing, 5 quality of service

2007-18 Complaints-7 billing, 1 new service, 2 service, 6 quality of service, 2 rate
case items

2008-20 Complaints-8 billing, 1 deposits, 3 service, 5 quality of service, 2
disconnects/terminations, 1 repair issues
331 Opinions-all opposed to the rate increase

2009-1 Complaint-billing
2 Opinions-opposed to the rate increase

Paradise Valley Water District

2006-10 Complaints-7 billing, 2 quality of service, 1 repair

2007-23 Complaints-13 billing, 8 quality of service, 2 rates and tariffs

2008-32 Complaints-17 billing, 15 quality of service
12 Opinions-all opposed to d'le proposed rate increase

2009-Zero Complaints/opinions

Sun City \Vest Water District

2006-18 Complaints-11 billing, 6 quality of service, 1 disconnect

2007-26 Complaints-18 billing, 3 service, 3 quality of service, 2 disconnect, 1 repair,
1 rates and tariffs

2008-16 Complaints-
8 Opinions-

11 billing, 3 quality of service, 1 disconnect, 1 rates and tariffs
all opposed to the rate increase

2009-1 Opinion-opposed to the rate increase
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Tubac Water District

2006-2 Complaints-billjng

2007-Zero Complaints/opinions

2008-1Complaint-billing
2 Opinions-opposed to the rate increase

2009-Zero Complaints/opinions

Eleven complaints remain open (pending investigation). A11 other complaints have
been resolved and closed.

SUFFICIENCY STATUS

The Company met sufficiency status on July 23, 2008.

AFFIDAVIT OF MAILING

The Company mailed the Customer Notification to its customers in their October
2008 billing cycle. It was docketed on December 10, 2008.

BILL FORMAT COMPLIANCE

A review of the Company's bill format indicates that it is in compliance with the
Arizona Administrative Code R14-2-409.B.2.

CORPORATIONS DIVISION STATUS

The Corporations Division reports on January 8, 2009, that the Company is in good
standing.

PUBLIC COMMENT MEETING

A Public Comment Meeting has not been scheduled at this time, but public
comment will be rd<en during the first day of the hearing.

HEARING DATE

A hearing date has been scheduled for March 19, 2009.

INTERVENERS

Twenty-nine requests for intervention have been received and granted.
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CURTAILMENT TARIFF

Arizona-American Water Company has a Curtailment Tariff for the following distnlcts
which became effective on October 24, 2007:

Agua Fria Water District
Havasu Water District
Mohave Water District
Paradise Valley Water District
Sun City West Water District
Tubac Water District

BACKFLOW TARIFF

Arizona-American Water Company has a Cross Connection/Backflow Tariff for the
following districts which became effective on April 2, 2006:

Agua Fria Water District. Havasu Water District, Mohave Water District, Sun Citv
West Water District. Tubae Water District

Paradise Vallev Water District became effective on August 1, 1999.

Cc: File
Engineering
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Schedule GWB-1

REVENUE REQUIREMENT

COMPANY
ORIGINAL

COMPANY STAFF
ORIGINAL

STAFF

DESCRIPTION VALUE VALUE

$ 96,976,395 $ 96,976,395 62.858.6B3 $ 62,858,663

$ 2,501,288 $ 2,601,288 2.840.683 s 2.840.683

1 Adjusted Rate Base

z Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / LI) 2.68%

4 Required Rate of Recur

$ $ 8,146,017 4.613.826 4.613.826

$

8,146,017

5,544,729 $ 5,544,729 1.773.143 1.773.143

5 Required Operating Income (L4 " L1)

S Operating income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor 1 .5578 1.6578 1.8513 1.6513

8 Required Revenue Increase (L7 * LE) $ 9,192,198 $ 9,192,198

9 Adjusted Test Year Revenue $ 18,818,613 $ 18,818,613 1B.818.813 $ 18,818,613

$ 28,010,811 $ 28,010,811 $ 21 ,746,549 s 21 ,746,549

48.85% 4B.85% 15.58% 15.56%

10 Proposed Annual Revenue (L8 + LE)

11 Required Increase in Revenue (%)

12 Rate of Return on Common Equity (%) 10.75% 10.75% 10.00% 10.00%

References
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB~3, and GWB-10



Tes!Year
AF Water

s
s
s

15,818,513
15,445,759
1,998,905

s
6_9650'/,

s
6.9880%

s 1,370,949
e.seao=x.

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

95,528
1,275,421

7,500
5.250
8,500

91,550
3191743
433,643

s s s 529,171

Staff Recommended
AF Water

s
s
s

21,746,549
15,488,891
1,998,905

s 4,258,753
e.9eao%

s
s
s
s
s
s
s
s

296,750
3,952,003

1_sco
s,2so
a,5oo

91,850
1,233,181
1_347.081

s
s
s
s
s

s
s
s

21,745,549
15,488,891

1,998,905
5 4,258,752

596809

s 1,643,831 s 1,543,831s

s
AF Water
62,858,663

3.189058
s 1,998,905

ARlZONA~AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01 :o:A-oa-uzzv
Test Year Ended December 31, 2007

Schedule GWB~2

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (D) [E] tF1LINE
E Q DESCRIPT)ON

1
2
3
4
5
6

Calculation of Gross Revenue ConversionFactor.
Revenue
Uncollectible Factor (Line 11)
Revenues (LI . LE)
Combined Federal and Slate Income Taxand Property Tax Rate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Fodor (LI I LE)

1D0.D000°/|
o.wm%

1oo.ooao%
39.44D5%
B0.5595%
1551269

1co,oonn%
38.598991
81 .4011 he
0.0000%

7
a
9

10
11

Calculation of Uncollecttible Far art
Unity
Combined Federal an<! State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 . LB)
Uncollectible Rate
Uncollectible Factor (LE ' L10 ) 0.000096

10000D0%
e.asao%

53.0320v.
34.000098
31.5309%

12
13
14
15
16
17

Calculation al Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Anzona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 *L1 B) 3B.59S9%

100.0DGO%
3a.59a9%
61.401194
1.3707%

0.8416%

LB
19
20
21
22
23

Calculation of Effective Pmoerrv Tax Factor
Unity
CombinedFederal and State Income Tax Rate (L17)
One Minus Combined Incomer Tax Rate (LI B-L19)
Property Tax Factor (GTM-14, L24)
Effective Property Tax Factor (L20°L21)
CombinedFederal and Stan Income Tax and Property Tax Rate (L17+L22) 39.4405'/n

s
s

4,513,828
2,840,883

24
25
26

Required Operating Income (Schedule GWB-1,Line 5)
AdjusledTest Year Operating Income (Loss)(Schedule Gwa-1o, Line pa)
Required increase inOperating Income (L24 - 125) s 1,773,143

27
CB
29

s
s

1,543,531
529,111

Income Taxes onRecommended Revenuer (Col, (F).L52)
IncomeTaxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue Io Provide for Income Taxes (L27 - L2B) s 1,114,860

s 21,745,549
0.0000%

30
31
32
33
34

s
s

Recommended Revenue Requirement (Schedule GWB~1, Line 10)
UncoIlac:ib\e Rate (Line 10)
Uncollectible Expenseon Recommended Revenue (L24 ' L25)
Adjusted Test YearUncolleciibie Expense
Required Increase in Revenue to Provide for Uncollectible Exp. s

35
36
37

s
s

843,205
a0e,072

Property Tax with RecommendedRevenue (GTM-15, zo)
Properly Tax on Tes!YearRevenue (GTM-15, Cd A, L16)
Increase in Property Tax Due to Increase in Revenue (L35~L38) s

38 Total Required Increase In Revenue(L2B 4- L29 + L37) s

40,132

2,927,935

IA) {8\ (C\ Fm [EI (FI

39
40
41
42
43
44
45
46
47
48
49
50
so
52

Calculation of Income Tax:
Revenue (Sch GWB-1, Col, [C] LE 8. 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L56)
Arizona Taxable Income (L39 . L40 - L41)
Anzona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket (51 - $50,000) @ 15%
Federal Tax on Second Income Bracket ($50.001 - $75,00D) @ 25%
Federal Tax on Third Income Bracket (575,001 - $100,000) @ 34%
peaerar Tax on Fourth Income Bracket ($100,001 $335,00D) @ 39%
Federal Tax on Firth Income Bracket (5335,001 -$10,0D0,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 4 L51)

I
53 Anolicable Tax Rate

s
s
s
s
s
s
s
s

296,750
3,952,002

1,500
6,250
6,500

911550
1,233,181
1 347 oak I

34.0000%

54
55
Se

Calculation of Interest Synchronization:
Rate Base (Schedule GWB~3, Cut. (C), Una 17)
Weighted Average Cost of Debt
Synchronized Interest (L45 X L46)
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Schedule GWB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

. As
ADJUSTED

LINE
NO.

(A)
COMPANY

A S
FILED

STAFF
ADJUSTMENTS

1 $
$

$  207 , 908 , 557

2
3

Plant in Service
CWIP in Rate Base
Less:  Accumulated Depreciat ion
Net Plant in Service

$ 211,145,154
$ 25,000,000

20,033,433
$ 216,111,721 $

(3,236,597)
(25,000,000)

7,532
(3,244,129) $

20,040,965
187,867,592

LESS.'

4
5
6

Contribut ions in Aid of Construct ion (GIAC)
Less:  Accumulated Amort izat ion

Net  CIAC

$ 29,706,550
1 ,435,287

28,271 ,263

$ $ 29,706,550
1 ,435,287

28,271 ,263

7 Advances in Aid of Construct ion (AIAC) 98,233,813 (1,189,832) 97,043,981

8 imputed Reg AIAC 2,268,167 2,268,167

9 imputed Reg CIAC 796,965 796,965

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts
A D D ;

(2,839,311)
19,040

(2,839,311).
19,040

11 Cash Working Capi tal 1 ,409,860 (1,474,153) (64,293)

214,929 214,92912 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits

192,139 192,139

3,529,517 (3,321 ,116) 208,401

1 6 Purchase Wastewater Treatment  Charges

1 7 Original Cost  Rate  Base $ 96,976,395 $ (9,117,732) $ 62,858,663

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)
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Docket No. WS-01 :maA-nwzz7
Tesl Year Ended December al, 2W1

Schedule GWB-4

SUMMARV OF DRIGWAL COST RATE BASE ADJUSTMENTS

LINE
UQ.

ACCT.
MQ. DESCRIPTION

W
CONPMNY
A s  F 4 8

[81

AQUA #1

(Cl

AQJ*2

[Dl

ADJ #n

(El

ADJ #4

[El

ADJ#5&G

IF]
STAFF

ADJUSTED

aauzzuietzyua
1
2
3
4
5

1 .229
321 ,997

1,429,017
(25,462)
624,852

s s s s
1,229

321,997
1,429,017

(28_462)
B24_652

s
s
s
s
s
s
ss

7
a
9
10

n,afJa,9ea
4,aas,ass
1,152,010
3,550,952

173.284

.4

9,008,963
4,536,556
1,162,010
3,550,952

173,284
11
12

(1,e41,404)

(1,1a9_a32)
(399,351)

11 ,a74,a50
828,848

21 .1 ss,159
11_adz

1271 .551
9,499.933
9,713,111
5,710,211

21 ,371 ,152
31 ,329,47B
27254314
13,774,400

59,875
11213,032
4,ses,a3o
1 ,5B3,2'I8

11 _7/3,41 D

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

11,574,350
828,845

21,166,169
11,872

1 ,271 .551
9,499,933
5,065,767
5,710,217

21 ,Sm _1 sz
311329,478
26_094_582
13,375,039

59,376
11.273,032
4,855,830
1,583,275

11 ,793.41 u

13
14
15
i s
11
LB
19
20
21
22
za
z4
25
26
21
28
29
30
31
oz
as

az,as4
14,574

202,es1

92_as4
74,674

202,657

a_eos a,sou

ammo DrganizaUon
aozooo Franchtes
303200 Land s. Land Rights as
303300 Land A Land Riggs P
303400 Land & Land Rlgms wr
303509 Land A Land Rights TD
soaeoo Land a Lana Rsghvs AG
304100 Sllud a Imp SS
:».o420o soma a mp P
swan Sind a  Imp W I '
304400 suua a Imp To
304500 Stmcl & Imp Offices
304800 Strut a Imp Misc
305000 Called & Impounding
307000 W!IIs a Springs
310100 Power Generation Erwin Other
311200 Pump equip ET=un¢
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 wr Ennis nun-mme:
330000 DIS! Resenuirs 8- Stlndpipt
331601 TD Mains Nil Classified bY Size
331100 TD Mains4i¢\ a Less
331200 TD Mains Sir m Eh
331350 TD Mains 1osn m 15il\
331400 TD Mains 1Bi1 and Gnr.
332000 Fu Mains
asacoa Sanices
:341oo Meters
334200 Meier lnslallalbns
335000 Hydranls
339100 UMar PIE lmangbla
339300 Other PIE man
339500 Other PIE TD
340100 Qtfice Fumiure A Equip
340200 Comp 5 Perish Equip
341100 Trans Equip L! Duty TI1¢S
341200 Trans 544iv Hvy Duty Tris
342000 Stores Equipment
343000 Tnol.s_Shnp,Garage Equip
a44000 Laboratory Equipment
345000 Power Operated Equirrncm
M5100 Comm Equal non-Telephone
348300 Comm Equal Other
3911 of Computer Equipment

341,559
1.462.791

:49n,5as

30.559
1.462.701

390,585

34
35
JG
37
so
39
40
41
42
4:
44
i s
i s
41
4a
49

pvsr TV PLM L I
330000 Dis! Rsssnoirs a S\andpipl
331400 TD Mains lam and Grlr.

1,647,404
399,351

1 .s47,404
199,351

50
51
52
53
54
55
as
57
58
59

304400 Slid & Imp TD
331200 TD Mass Sh \D Bil
331309 TD Mains 10h ID 15in
345190 Remote comm L lnslvumanladon

192,154
zosza6
748,152

ZN ,els

192.154
205.288
74a.1 sz
21 ,eve

so
51
62
ea
BE

cQRpoRA1zAu_ocA 'now
:so4e2o Slrud & kn Leasehoki
540100 Office Fumiure a Equip
340200 Comp & Pcdph Equal
340300 Cumputlr Software
340000 ComputeSoltwnIs-Dlhsf
343000 Tuuls,Shop.Gafage Equal
346100 Comm Equip Non-Teluphone
346300 Comm BIND Olhvsf

4s,asu
241,927
sa,:9s

as1,190
10,057
o w

40,019
1,os4

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

4a,aao
241,927
98,395

387,190
10,057

ag'/u
40,019

1,054

REALLOCATIONFROM CQRPDRATE
307800 VWIIS a Spri1g5
310100 Pnwnr Generalize Equ£p Diner
311280 Pump Equip Electric
320100 WT E¢1UIP non-Mean
339390 Other PE mm
:a40200 Gump a p¢rlph Equip

s,ses
15,127
52,598

215,139
212,320

5,01a

s
s
s
s
s
s
s
s
s
s
s

e_ses
15,127
§2.a9s

218,139
212.320

s.o7a

(1 ,1B9,B32) (2,(!45v765)
s (25,00D_0GO)

207,908,557

as
as
67
St
es
l a
11
72
73
74
75
78
17
CB
79

Total plane in Senrico
CWIP in Rate Base
Aocumula\ed Depreciation
nm Plant in Str!/i¢8 (L55 . L 59)

211,145,154
s 25000,000

20,033,433
$21e,111 ,721

7.532
s (1,197.,3B4.} s s s ¢z7.o457ss\

s

s
2no4oses

187,551,533
BO
BI
oz
83
as

s s s s ss 29_70s,s50
1,435,257

28,2711263
96133,813 (1,1B9,532)

21255,157
796,965

(z,ass,a11)
19,040

29,708,550
1,435,287

28.271 _zs
97,043,951

2.258.167
19s.sss

(2,B39,311)
19_u40

1 ,40s,aeo (1 .474.15J) 154293)

192.139
214,929

192,139
214,929

as
ea
BE
ea
89
90
91
92
93
94
95
96
97
es

(3,321,116) 208,401
a2.esa.ss4

LESS;
Contributions In As gr Cunstmctiun (CIAC)

Less: Accumulated Amortization
Net crAb (LS3 . LS4)

Advances in Aid cf Consuuainn (AIAC)
Imputed Reg Advances
lmptnea Reg c\Ac
Deferred Income Tax Credits (DanNi)
Meter Deposits
ADD;
Woririrg ¢apital Allawanca
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
CVVF in Rats Ease
Deferred Debts
Original Cost Rate Bas:

3529,517
s 96,975,396 Sn .4':4.153. s (2,268,167l s r27_04e_765) s

A D ! !
1
2
3
4
5

Mani. Aclznmulited Dwraciatian and AIAC
wwndng Capital
Impulse Reg AIAC
Deferred Debts
Who Tanks CVWP Ad}usunen¢
Post Test Year Plant

Relerences
Schedule sws-5
Sdxadufe GV\8-5
Schedule GWEJ
Schedule Gwa-a
Schedule GWB-9A
Schedule GWB-9B

s _(3,:s21,1161



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 20¢r/

Schedule GWB-5

RATE BASE ADJUSTMENT #1 . PLANT. ACCUMULATED DEPRECIATION, AND AIAC

STAFF

Description
331.10 Mains 10" to 16

Mains 10" to 16" Accumulated Depress

COMPANY
AS

FILED
1.189.832

(7,532)
1.189.832

STAFF
ADJUSTMENTS

(1,189,832)
ADJUSTED

(1,189,832)

References
Column [A]: Amounts included in plant balances per filing
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY -AGUA FRIA WATER
Docket No. W$-01303A-08-D227
Test Year Ended December 31, 2007

Schedule GWB-6

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

[A] [8] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FlLED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED
LEADILAG

DAYS
DOLLAR

DAYS

s
s
$
s
$
s
$
$
s
$
s
s
s
s
$
s
$
s

1 ,44D,S77
901 ,487

1 ,954,81 s
1 ,121 ,555

(870)
2,775,604

396,645
240,413

54,012
158,153
370,808

53,217
151 _107
787,967
591 ,329
803,071
128,923

(138,'/58)

s 1 ,440,677
901 ,467

1 .954.81 s
979,490

(870)
2,775,604

396,645
240,413

64,012
158,153
370,806

63,217
1 el ,107
787,967
121 ,761
803,072
128,923
529,171

1 ,998,905
13,875,335

12.00
86.87
32.42
2a.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.85
42.04

106.52
764.73

s
s
s
$
$
$
$
s
$
s
s
$
s
$
s
s
$
$

17,28a,1 be
78,310,438
63,375,087
27,886,080

(26,1 of)
(10,769,344)

(1 ,840,431 )
10,818.593

1 ,920,360
7,116,885
2,766,213
(675,158)

4,333,210
23,639,000

3,652,820
170,652,904

2,017,649
22,246,340

212,923,412
636,136,085

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than Income-Property Taxes
Taxes Other Than Income-Other
Income Taxes
interest
Total Operating Expenses 11,820,135

1 ,99a,905
1 ,998,905

1
2
3
4
5
6
7
8
g

1 0
11
12
1 3
1 4
1 5
1 6
1 7
1 8
1 9
20
21
22
2 3
2 4
2 5
2 5
2 7
2B
29
30
31
32
3 3
34
3 5
36

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
staff Adjustment

Line 21 , Col. (E) I Col [C]
Company Workpapers
Line 24 - 23
Line 20, Col 35
Line 25 " Line 26/365 do
Co Schedule B-5
To GWB-4

45.85
48.943
(3.10)

13,875,335
(117,724)

1 ,409,860
(1 ,527,584)

References:
Column [A]: Company Schedule C-1
Column [B]: S1'alT adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]; Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [E]: Column [C] ' Column [D]

4



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. ws-n1a03A-08-0227
Test Year Ended December 31, 20o7

Schedule GWB- 7

RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC

[B] [q (D)
CIAC

REMAING
BALANCE

CIAC
AMORTIZED

[A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
zoom

ADVANCE
AMOUNT

$ 27,385,370 s

s 27,385,370

4,051,534
4,213,134
4,213,134
4,213,134
4,213,134
4,213,134

825.117.203 $

27,385,370
23,333,836
19,120,702
14,907,568
10,694,434

6,481 ,300
2,268,167
2,268,167

LINE
u s ; DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None5 .

6
1
8
9

10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment s s 2,268,167

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using B.S year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 87093, less amortization.



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB - B

RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS

STAFF

DESCRIPTION
1 Al December 31 _ 2007

s

COMPANY
AS

FILED
3.529.517
3,529,517

ADJUSTMENTS
(3,321,11G)

s (a,a21,11s) s

ADJUSTED
208.401

6,850,633

REFERENCES
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]:See testimony GWB

REFERENCES
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-D227
Test YearEnded December 31, 2007

Schedule GWB-9 A

RATE BASE ADJUSTMENT #5 - WHITE TANKS PLANT IN CWIP

[A]
COMPANY

AS
FILED

25,000,000

[B]

ACCT
no. Description

WhiteTanks Plant in CWIP s

STAFF
ADJUSTMENTS
s (25,000,000) $

[Cl
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB~9 B

RATE BASE ADJUSTMENT #6 . POST TEST YEAR PLANT

[B] [C]
STAFF

AS
ADJUSTED

ACCT

D Q
330000
331400

Description
White Tanks Plant in CWIP
)it Reservoirs & Standpipe
TOTAL

[A]
COMPANY

AS
FILED

1,547,404
399,361

2,046,785

STAFF
ADJUSTMENTS
$ (1_S47,404)
s 8599.364
s (2,046,765)

s
$

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1 O

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[A] [5] [D] [E]

L\NE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FlLED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJ USTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 17,913,497
905,117

s $ 17,913,497
905,1t7

$ 2,927,935 $ 20,841,432
905,117

1
2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues $ 18,818,613 s $ 18,818,513 s 2,927,935 s 21,745,549

$ $ $

(142,085)

(469,568)
(295,690)

40,132

1,440,877
901 ,467

1,954,815
979,490

(870)
2,775,604

396,645
240,413
64,012

158,153
370,806
63,217

161,107
787,967
121,761

4,101 ,501
843,205
128,923

1,643,831

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Oliice Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
Taxes Other Than IncomeProperty Taxes
Taxes Other Than income-Other
Income Taxes

$
$
$
s
$
$
$
$
$
$
s
$
$
s
$
$
$
s
$

1,440,S77
901 ,467

1,954,815
1,121 ,555

(870)
2,775,604

396,645
240,413
54,012

158,153
370,806
63,217

161,107
787,967
591 ,329

4,397,190
803,071
128,923
(138,758) 667,926

1,440,677
901 ,467

1,954,815
979,490

(870)
2,775,604

396,645
240,413
64,012

158,153
370,806
63,217

161,107
787,967
121,761

4,101 ,501
803_072
128,923
529,171 1,114,660

1 ,154,793
1 ,773,143

17,132,722

s
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Total Operating Expenses
Operating !income (Loss) s

18,217,325
2,501 ,288 $

(239,397)
239,397 s

15,977,930
2,840,683 $

$ 4,513,827

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2. Lines 29 and 37
Column (E): Column (C) + Column (D)



ADJ #
1 Tank Maintenance
2 Depreciation Expense
3 Chemicals Expense
4 Property Taxes
5 Income Taxes

References:
GTM 12
GTM 13
GTM 14
GTM 15
GTM 15

ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A~08-0227
Test Year Ended December 31, 2007

Schedule GTM-11

. SUMMARY OF OPERATING INCOME ADJUSTMENTS , TEST YEAR

LINE
n o . DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

ID]
Chemicals

ADJ #3

[El
PropertyTaxes

ADJ #4

[Fl
Income Taxes

ADJ #5

[G]
STAFF

ADJUSTED

s 17,913,497
905,117

s s s $ s 17,913,497
905,117

s 18,818,513 s s s $ s

$
$
s
$ 15,818,613

$ s s $ s $

(142,065)

(469,568)
(295,690)

1

1,440,677
901,457

1,954,815
1,121 ,ass

(870)
2,775,604

396,645
240,413
641012

158,153
370,806
53,217

161,107
7B7,967
591,329

4,397,190
803,071
12B,923
(138,755) 667,926

1,440,677
901,467

1,954,815
979,490

(870)
2,775,504

395,645
240,413

64,012
158,153
370,806
63,217

161,107
787,967
121,761

4,101 ,501
803,072
128,923
529,171

1

2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues

6
7
a Labor
9 Purchased Water

10 Fuel & Power
11 Chemicals
12 Waste Disposal
13 Management Fees
14 Group Insurance
15 Pensions
16 Regulatory Expense
17 Insurance Other Than Group
18 Customer Accounting
19 Rents
20 General Office Expense
21 Miscellaneous
22 Maintenance Expense
23 Depreciation & Amortization
24 Taxes Other Than Income~Property Taxes
25 Taxes Other Than income-Other
2B Income Taxes
27

28
29 Total Operating Expenses
30 Operating Income (Loss)

s 15,217,325
$ 2,501,288

s
s

(459,568)
459,568

s
$

(295,690)
295,690

s
s

(142,065)
142,055

s
s

1
(1)

$ 657,926
$ (667,926)

s
s

15,977,930
2,840,583



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

DESCRIPTION
COMPANY
PROPOSED

STAFF
ADJUSTMENTS

STAFF
RECOMMENDED

Maintenance Expense $ 591,329 $ (469,568) 121.761

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007
Total for three year period
Normalization Period

Normalized Amount

58.559
153.213
153.510
365.282

3
121.761

References
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA»AMERlCAN WATER COMPANY . AGIJA FRIA wnTsR
Docket No. ws-01303A-08~0221
Test Ynr Ended December JO, 2997

Schedule GTM-13

OPERATING ADJUSTMENT sz- DEPRECXATIDN EXPENSE

LINE
NO

ACCT
NO

Arc Dec 57093

DEPRECIATION DEPRECIATION
EXPENSEDESCRIPTION BALANCE

1.429.017

(28,462)
524.552

0.00%

225,224
4.835.856

162.010
3.550.952

173.254
157% 59.301

2.50%
11.s74.a50 395.415

935.545

55203
379.997
152.210

325.979
479.341
399.247
275.485

279.571
117.137

21 166.169
11.B72

1.271.551
9.499.933
9.713.171
5710.217

21. :m.1sz
:n.329.47a
26.D94.5B2
13.774.400

89.876
11.273.DG2
4.666.830
1,583,276

11.793.410 235.855

74.674
202.857

10.00%

1
2
3
4
5
s
7
s
9
10
11
12
13
14
15
i s
11
18
19
Z0
21
zz
2 :
24
25
25
27
2a
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43

3.71%

44
45
48
47
pa
49

PLANTIN SERVICE
301000 Organization
302000 Flanchisns
303200 Land a Land Rights ss
303300 Land a. Land Rights P
303400 Land a Land Rights wr
303500 Land & Land Rights TD
303600 Land & land Rights AG
304100 SING! & Imp SS
304200 Slid e.  Imp P
304300 sxmcz & Imp \NT
304400 Strut!! & Imp TD
304600 S l r ud a  i n  o m
304500 Sired a Imp Misc
305000 Called & Impounding
307000 Wells & Springs
310100 Purer Generation Equip Other
311200 Pump Equip Electric
31 woo Pump Equip Diesel
311500 Pump Equip OMar
320100 WT Equip Non-Media
330000 Dis! Reservoirs & Standpipe
331001 ro Mains No! Classified l*Y Size
331100 TD Mains min & Less
331200 TD Mains Sin to Bin
331300 TD Mains 10ln to 16in
331400 TD Mains 1Bir\ and Grtr
532000 Furl Mains
333000 Services
3341 of Meier:
334200 Meier Installations
335000 Hydrants
339100 Other P/E \n\angibls
339300 Other PIE Misc
339500 Other PIE TD
340100 Office Furniture 8 Equip
340200 Comp 8 Perish Equip
341100 Trans Equip Ll Duty Tris
341200 Trans Equip Hay Duty Tris
342000 Stores Equipment
343000 Tools,Shop_Garage Equip
344000 Laboratory Equipment
345000 Paver Operated Equipment
346100 Comm Equip Nan-Telephane
346300 Corri  Equip Other
391100 Computer Equipment

1.462.701
390.585

150658
46,230

p o s t TY PLANT
330000 Dist Resewairs & Standpipe
331400 TD Mains Bin and Gnr

1.647.404
399.361

1 .shiv.

11.447

304400
331200
331300
348190

sum: A Imp TD
TD Mains Gin to Bin
TD Mains Win in !min
Remote carwul B. Instrumentation

205.285

21 .676 5.29%

so
51
52
53
54
55
56
57
so
59
so
51
so
BE

241.927
98.395

387.196
10.057

4.04%

BE
as

CORPORATE ALLOCATION
304620 Slfucl & Imp Loasehuld
340100 Office Fumiturs & Equip
340200 Comp L Perish Equip
340300 Computer Software
340300 Computer Software-Oihar
343000 Tools,Shop,Garage Equip
346100 Conn Equip Non-Tslephons
345300 Comm Equip Other

40.019 10.30%
10.30%

15.121

4.00%

REALLOCA TION FROM CORPORA TE
307000 Wells 5 Springs
310100 Power Generation Equip Other
311200 Pump EquipElectric
320100 WT Equip Nan-Media
339300 Olhsr P/E Misc
340200 Comp a Periph Equip

21a.13s
212.320 10.574

57
GB
69
70
71
72
la
74
75
vo Total Plant in Sewing 209.955.352 5.015.583

79
BO
81
B2
so
B4
BE

301000
302000
303200
303300
303400
303500

321.997
1.429.017

(28,462)
524.652

0.00%

Loss Non Depreciable Plan!
Organizalion
Franchises
Land & Land Rights SS
Land a.Land Rights F
Land a Land Rights we
Land a. LandRights TD
Ne! Depredabls Plant and Depuedation Amounts
CumposNe Depreciation Rate

s 2077606,889 s s_c1s_sa:

s 29.7os_sso s
s

Amortization of Regulatory CIAC at Settlement Rate
.Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

(197,344)
017.8391

4,101 .501
4.397.190

(295,690)

References
Schedule GWB-4
Fmpased Rates per Staff Engineering Report for Non ANacaled Plank
Col IA] times Col [Bl



r/

ARIZONA-AMERICAN WATER COMPANY - AGUA FRlA WATER
Docket No. WS-G1303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-14

OPERATING INCOME ADJUSTMENT #3 - CHEMICAL EXPENSE

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Chemicals $ 1,121,555 $ (142,065) $ 979,490

References:
Column (A), Company Schedule C~1
Column (B): Testimony GTM, GTM-8.12
Column (C): Column (A) + Column (B)



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-15

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

rAn [BI

$ 18,818,613
2

37,637,226
18,818,613
56,455,840

3
18,818,613

2
37,637,226
1,422,630

$ 18,818,613
2

37,637,226
21,746,549
59,383,775

3
19,794,592

2
39,589,184
1,422,630

39,059,856
0.23

8,983,767
8.94%

803,072
803,071

1

41,011 .813
0.230

9,432,717
8.94%

$
s
s

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
18
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 " Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

s
$
s

843,205
803,072
40,132

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

40,132
2,927,936
1.37067%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . AGUAFRlA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-16

OPERATING INCOME ADJUSTMENT #4 - INCOME TAXES

LINE ACCT
n o . n o . DESCRIPTION

Vu
COMPANY
PROPOSED

[8]
STAFF

ADJUSTMENTS

[Cl
STAFF

RECOMMENDED

1 Income Taxes s (138,756) $ 667,926 $ 529,171

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

DIRECT TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE
\

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE .. ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1 - WORKING CAPITAL
6 RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC
7 RATE BASE ADJUSTMENT #3 - DEFERRED DEBITS
8 NOT USED
g NOT USED

10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

.13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE

I



s 421,530s 421,530$ 815,804s (815,804)

ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

Schedule GWB-1

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ $

$

$

$

s

$

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2/ LI)

$

4,221 ,474

(131 ,419)

-3.11 %

4,221,474

(131,419)

_3_11%

4,062,403

28,874

0.71%

4,062,403

28,874

0.71 %

4 8.40% 8.40% 7.34% 7.34%

5 $

$

s

$

$

s

$

$6

354,604

(485,023)

1 .6785

354,604

486,023

1 .6785

298,180

269,306

1 .5652

298,180

269,306

1.56527

Required Rate of Return

Required Operating Income (L4 " L1 )

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Factor

8

9 s s s

$10

s

$

1 ,026,586

210,782

-79.47%

s

t,026,586

210,782

79.47%

$

1,026,586

1.448,1 18

41.06%

1,026,586

1,448,116

41 .06%11

12

Required Revenue Increase (Ly ' Le)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11.50°/a 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS»01303A-08-0227
Tes! Year Ended December 31, 2007

Schedule GWB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C)LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor.
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - LE)
Combined Federal and State Income Tax and Properly Tax Rate (Line 23)
Subtotal (La - L4)
Revenue Conversion Factor (LI l L )

100.0000%
0.0000%

100.0000%
36.1122%
G3.8878%
1_565244

100.0000%
35. 1884%
64 .8116%
D.0000%

7
8
9
10
11

Calculation of UncollectibleFactor?
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined IncomeTax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Fodor (LE I L10 ) 0.0000%

100.0000%
6.9680%

93.0320%
3D.3341%
28.2204%

12
13
14
15
15
17

Calculation of Effective Tax Rafe:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line44)
Effective Federal IncomeTax Rate (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16) 35.1B84%

100.0000%
35.1884%
64.B116%
1 .4253%

0,9238%

18
19
20
21
22
23

Calculation of Effective Pmnertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L1B-L19)
Property Tax Fader (GTM-14, L24)
Effective Property Tax Factor (L20"L21)
Combined Federal andState income Tax and Property Tax Rate (L17+L22) 36.1122%

s
$

298,180
28,874

24
25
25

Required Operating income (Schedule GWB-1, Line 5)
AdjustedTes! Year Operating Income (Loss) (Schedule GWB-10, Line 27)
Required Increase in Operating Income (L24 - L25) s 259,306

5
s

. 99,282
(46,934)

27
28
29

Income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) s 146,216

s 1 ,44a,11 s
0.0000%

s
s

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp s

s
s

50,193
44,1B4

35
36
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Col A, L15)
Increase in Property Tax Due to Increase in Revenue (L35-L36) s 6,008

38 Total Required Increase in Revenue (L264'L29+L37) s 421,531

Staff Adj. Test Year
S 1 .026,586
5 1 ,044,646
s t29,1B4
$ (147,244)

6.9580%
(10,260)

(136,984)
(7,500)
(6,250)
(B,500)

(14,424)

Staff Recommended
S 1 ,448,117
s 1,050,554
$ 129,184
s 268,278

6.96B0%
18,694

249,585
7,500
6,250
8,500

58,338

Revenue (Sch GWB-1 , Col. [C] LE a 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L58)
Arizona Taxable Income (L39 - L40 - L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket ($1 - 550,000) @ 15%
Federal Tax on Second income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third income Bracket ($75,001 - $100,00D) @ 34%
Federal Tax on Fourlh Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 -s10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51)

s
s
s
s
s
s
$
s
$

s
s
$
$
s
$

- s
(36,674) $
(45,934) s

80,588
99,282

30.33%
Applicable Federal Income TaxRate

s s

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61

Calculation of Interest Svnchrunization:
Rate Base (Schedule GWB~3_ Col. (C), Line 18)
Weighted Average Cost of Debi
Synchronized Interest (L45 X L4G) s

4,062,403
3. 1800%
12s, 1 as s

4,062,403
3.1800%
129,184



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER

Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

Schedule GWB-3

RATE BASE _ ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$
$
$

9,837,304
1,327,687
8,509,617 $ $

9,837,304
1 ,327,687
8,509,617

LESS;

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 1 .361 ,843
6,753

1 ,355,090

$ $ 1 ,361 ,843
6,753

1,355,090

7 Advances in Aid of Construction (AIAC) 3,217,334 3,217,334

8 Imputed Reg AIAC 34,679 34,679

9 Imputed Reg CIAC 113,427 113,427

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD,'

(131,385)
512

(131 ,385)

11 Cash Working Capital 102,420 (124,904) (22,484)

4,556 4,556

4,486 4,486
##

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits 155,374 155,374

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 4,221 ,474 $ (159,583) $ 4,062,403

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER

Docks! No. WS-01303A-DB-0227
Test Year Ended December 31. 2007

Schedule GWB-4

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

DESCRIPTION

COMPANY
AS FILED ADJ #1 ADJ #2 ADJ #3

1F1
STAFF

ADJUSTED

41.597 41.597

2.096.895 2.09e_a95

20.595 20.698

148.253
573.245

14- .253
573.245

50.935
1.352.9541.352.954

258.942
1.355.012

758.554

278,916
175.586

258.942
1.356.012

758.554
442.775
959.084
730.665
278.916
175586

17.253

118.045 116.045

23.678
76.510

23.878
76.510

17.822

PLANT IN SERVICE
301000 Organization
302000 Franchises
303200 Land a. Land Rights as
303300 Land & Land Rights P
303500 Land 8- Land Rights TD
303500 Land & Land Rights AG
304100 Sltutt L Imp SS
304200 stud & Imp P
304300 Strict Si Imp WT
804400 Slmct & Imp TD
304600 Soma s Imp Offices
304800 Struck L Imp Misc
305000 Called & Impounding
30'/000 Wells a. Springs
310100 Power Generation Equip Other
311200 Pump Equip Eledrir:
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media
330000 Dist Reservoirs s Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min a. Less
331200 TD Mains Sin to Bin
331300 TD Mains Win Io isis
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Othber PIE Intangible

3392500 Other P/E SS
340100 Office Fumitura & Equip
M0200 Comp & Periph Equip
341100 Trans Equip Lt Duty Tris
M1200 Trans Equip Hay Duty Trtts
342000 Stores Equipment
343000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
345300 comm Equip Other

11.702
33.093
1 1 .702

11.195 11.195

CORPDRATION ALLOCA TION
304520 Sirud a Imp Leasehold
331001 Mains
340100 Olflcs Furniture & Equip
340200 Camp L Psriph Equip
340300 Computer Software
340300 Computer Sohwaru-Other
343000 Tools,Shop,Garage Equip
346100 Comm Equip Non~Te4ephur\e
346300 Comm Equip Oihsr

17.917 17.917

Post  Test  Year Arsenic ram Deferral
C os ! for Media Replacement in Havasu (Maid\, 2008)
Add AFUDC - Cost times rate times # al months

Subtoid $94,996

Total Plant in Sewica 9.837.304 9.837.304
9.837.304

Aea.lmula\ed Depreciat ion
Net Plant in Service (L5B - L 59) s

1.327.687
8509. 617

1.327.557
8.509.817

s 1.351.843 1.351.543

1.355.090
3,217,334

1_355.090
3.217.334

Con\nbu"tlons in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC (LBS . L54)
Advances in Aid of Conslluction (AIAC)
Imputed Reg Advances
Imputed Reg CIAC
Defer nd Income Tax Credits lDebils)
Customer Meter Deposits

113.427
(131,385)

113.427
(131,385)

1 3
102.420 (124,904) (22,434)Working Capital Allowance

PumpingPower
PurchaseWastewater Treatment Charges
Material and Supplies Invenlury
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base s

155,374
4.221.474 s (124_904 s 134579) s

(145,701)
(14s,l/01> s 3 9 1 6.191

22
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ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 6

RATE BASE ADJUSTMENT #4 - IMPUTED REGULATORY AIAC

[C]

DESCRiPTiON
Beginning Balance Per Decision No. 67093
None
None
None

[A]
YEAR
OF

ADVANCE
2001
2002
2003
2004
2005
2008
2007

[B]

ADVANCE
AMOUNT

s 418,704

CIAC
AMORTIZED

$ 418,704 s

61 ,945
64,416
64,416
64,416
64,416
64,416

384,025

(D)
CIAC

REMAING
BALANCE
s 418,704

356,759
292,343
227,927
163,511
99,095
34,679
34,679$

LINE

N G
1
2
3
4
s
6
7
a
g
10

None
Perstaff
Company Proposed Imputed Reg. AIAC
Staff Adjustment s $ 34,679

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. S7093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67053, less amortization.



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-013033-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 7

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[A]
COMPANY

AS
FILED

tBs

LINE
n o . DESCRIPTION

1 At December 31, 2007
6

2007
s

155,374
155,374

STAFF
ADJUSTMENTS

(145,701)
$ (145,701)

IC]
STAFF

AS
ADJUSTED

9,673
s 3o1 ,075

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-0B-D227
Test Year Ended December 31, 2007

Schedule GWB-10

OPERATING INCOME STATEMENT -  TEST YEAR AND STAFF RECOMMENDED

[Al [Bl [D] [E]

LINE
n o . DESCRIPTION

C O M P A N Y
TEST YEAR

AS F ILED

ST AF F
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
A S

AD J U ST ED

ST AF F
R EC OM M EN D ED

C H AN GES
STAFF

RECOMMENDED

$ 1,003,478
23,110

$ $11003,476
23,110

$ 421,531 $ 1,425,007
23,110

1
2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
T o t a l  Opera t ing  R ev enues $ 1,026,586 $ $1 ,0264586 s 421,531 $ 1,448,117

s 204 , 741 $ 204,741 s $ 204,741

111 ,139
88,249

(52)
166,461

53,729
35,586

3,840

111 ,139
88,249

(52)
166,461

63,729
35,586

3,a4o
(8,974)

(187,950)
(76,346)

7 3 e,o0s

6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
2 5
26
27

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pens ions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Off ice Expense
Miscellaneous
Maintenance Expense
Depreciation 8. Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes
T o t a l  Opera t ing  Ex pens es
Opera t ing  I nc om e (Los s ) s

111,139
88,249

(52)
166,461

63,729
35,585

3,840
8,974

22,062
5,059

13,616
42,644

198,697
291 ,351

44,112
17,638

(159,839)
1,158,005

(131 ,419) $

112,905
(160,293)
160,293 s

22,062
5,059

13,616
42,644
10,747

215,004
44,184
17,638

(46,934)
997,712

28,874 $

146,216
152,224
269,307 $

22,062
5.059

13,616
42,644
10,747

215,004
50,193
17,638
99,282

1,149,936
298,181

References:
Column (A):  Company Schedule C-1
Column (B):  Schedule GWB 11
Column (C):  Column (A) + Column (B)
Column (D):  Schedules GWB 2,  Lines 29 and 37
Column (E):  Column (C) + Column (D)



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A~08-0227
Test Year Ended December 31 , 2607

Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS .  TEST YEAR

C OM PAN Y
AS FILED

Tank Mai f t
ADJ #1

Depreciat ion Exp,
ADJ #2

Property Taxes
ADJ #3

Income Taxes STAFF
ADJUSTEDDESCRIPTION

s 1,003,476
23.110

1.003.475
23

2 Wastewater Revenues
3 Other Wastewater Revenues
4  Ot he r
5 Total Operat ing Revenues $ 1,026,586 1 .02B.586

s 204,741 204.741

111.139
88

111.139
88

166.461
63
35

156.461
63.729

13.616
42.644

198.697

13.616

(181,950)
(78,346)

73

6
7 Labor
B Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatoiy Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depredation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes

17.638
(159,839) 112.905

10.747
215.004
44
17.638

(46,934)

(75,346) $ $
$

1.006.686
19

25 Total Operating Expenses
27 Operating Income (Loss)

$
$

1,158,005
(131 .41 so)

s
$

(187,950)
187,950

$
$

73

(73)

112,905
(112,905) s



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 198,697 $ (187,950) $ 10,747

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007
Total for three year period

Normalization Period
Normalized Amount

16,662
6,712
8,866

32,240

3
10,747

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . 1-uwAsu WATER
Docket No. W5-U1303A-08-0227
Test Year Ended December31, 2007

Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE ACCT.
n o . n o . DESCRIPTION

[Al
PLANT

BALANCE

Acc Dee. 87093

[Bl
DEPRECIATION

RATE

[Cl
DEPRECIATION

EXPENSE

10,144

41,597

2,096,895
99,955

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.58%
2.58%
0.00%

54,100
2,579

20,698 534

1
2
3
4
5
5
7
B
g

10
11
12
13
14

2.58%
2.58%
2.58%
2.54%
3.83%
3.B3%

15
16

.17

148,253
573,245

su,9as
1 ,352.954

3.825
14,550

1 ,951
51 ,81a

4,202
258.942

1,356,012
758,554
442,775
959,064
730,665
278,916
175,586

17,253

3.83%
7.06%
2.33%
2.10%
2.10%
2.10%
2.10%
2.89%
3.52%
3.52%
1.99%

161
18,281
31,595
15,930

9,298
20,140
15,344

8,061
6,181

607

116,045
3,254

23,578
76,510

145
1.0ss

15.302

4.47%
4.47%

20.00%
15.00%

3.93%
4.49%
3.06%
2.55%
8.37%
6.19%

PLANT IN SERVICE:
301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303500 Land & Land Rights TD
303600 Land a. Land Rights AG
304100 Strict & Imp SS
304200 Struct & Imp P
304300 Struck & Imp WT
304400 Struck & imp TD
304600 Struck & Imp Ofl'lces
ao4ao0 Strict & Imp Misc
305000 Coiled & Impounding
307000 Wells & Springs
3101 of Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media
330000 Dist Reservoirs & Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min 8- Less
331200 TD Mains Gin to Bin
331300 TD Mains 10in Io sin
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Othber PIE Intangible

3392500 Other PIE ss
340100 Office Furniture a Equip
340200 Comp & Periph Equip
341100 Trans Equip Lt Duty Tris
M1200 Trans Equip Hvy Duty Trks
342000 Stores Equipment
343000 Tools,Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
348100 Comm Equip Non-Telephone
346300 Comm Equip Other

17.822
460

33.093
11,702
44.413

800
14

a44
979

2,749

2.261 2.58% 58
CORPOR

304820
331001
340100
340200
340300
340300
343000
346100
346300

ATION ALLOCA TION
Struck & Imp Leasehold
Mains
Office Furniture & Equip
Comp a Periph Equip
Computer Software
Computer Software-Other
Tools.Shop,Garaga Equip
Comm Equip Non-Telephone
Comm Equip Other

11 ,195
4,553

17,917
465
383

1,ss2
49

4.47%
4.47%

25.00%
25.00%
4.49%
8.37%
6.19%

500
204

4,479
1.16

17
155

3

Post Test Year Arsenic O&M Defenal:
Cost for Media Replacement in Havasu (March, 2008)
Add AFUDC . Cost times rate times # of months

88.306
6.698

Rounding
Total Plant in Sewlce 9,837,304 2,87% 282,391

301000
303200
303600

Less Non Depreciable Plant
Organization
Land & Land Rights SS
Land & Land Rights AG

10,144
41,597

0.00%
0.00%
0.00%

s 9,785,563 s 282,391
2.89%

s 1,361,843 s
s

1 a
1 g
20
21
22
23
24
25
2B
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
48
47
48
49
so
51
52
53
54
55
56
57
58
59
60
61
62
63
64
es
66
67
68
GO
70
71
72
73
74

Ne! Depreciable Plant and Depredation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

28,087
39,300

21s,004
291 ,351
(76,346)

Col A
Col B
Col C

References:
Schedu\e GWB-4
Proposed Rates per Staff Engineering Report for Non Aliocaled Plant
Col IAN times cm (ay | .



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

rAn [B]

$ 1,026,586
2

2,053,172
1,026,586
3,079,758

3
1 ,026,586

2
2,053,172

13,454

$ 1,025,586
2

2,053,172
1,448,117
3,501 ,289

3
1,167,096

2
2,334,193

13,454

2,066,626
0.23

475,324
9.30%

44,184
44,112

73

2,347,647
0.230

539,959
9.30%

$
$
s

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues » 2005
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5/ Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 ' Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 15 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
s

50,193
44.184
s,008

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

6.008
421,531

1.42533%

REFERENCES: , 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December 31, 2007

Sc hedu le  GT M -15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A XES

L I N E  A C C T
n o . n o . D E S C R I P T I O N

[ A ]
C O M P A N Y
P R O P O S E D

[ C ]
S T A F F

R E C O M M E N D E D

1 I nc om e T ax es $  ( 1 5 9 , 8 3 9 )

[ 8 ]
S T A F F

A D J U S T M E N T S

$ 112,905 $ (46,934)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

DIRECT TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 nm IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT

10 OPERATING INCOME STATEMENT .. TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB-1

REVENUE REQUIREMENT

COMPANY
ORIGINAL

COMPANY STAFF
ORIGINAL

STAFF

DESCRIPTION VALUE VALUE

$ 12,041,310

37.140

8,895,477

525.900

8.895.477

$

$ 12,041,310

$ 37

$

$

$

$ 525.900

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 I L1) 5.91 %

4

5 652.928 852.928

6

s

$

1,011,470

974.330

$

$

1,011,470

974.330 127.028 127.028

7

Required Rate of Return

Required Operating Income (L4 * L1 )

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Factor 1.6990 1 .6990 1.5524 1.6524

8 s 1,555,405 $ 1 _555_405

g $

$

5,113,531

6_769.038

$

$

5,113,631

5,323,533

5,113,631

10

$

$

5,113,631

6,769,036

32.379

$

$ 5,323,533

11 32.37%

12

Required Revenue Increase (L7 ' L6)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11.50% 10.00% 10.00%

References
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Test Year
Mohave Water

s
s
s

5,113,631
4,435,517

283,766
s s s 394,349

s.9sso%
s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

27,478
366,871

1_s00
6.250
e,50o

91.650
10.836

124,736
s s s 152,214

Staff Recommended
Mohave Water Mohave water

Only
Mohave Water

Only
s
s
s

5,323,533
4,438,537

283 yes
s 601,232

B.96BO%
s s

s
s
s
s
s
s
s
s

41_es4
559,338

7,soo
6.250
s_soo

91,650
76.275

190,175

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s

s 232,069 s s

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A»08-D227
Test Year Ended December 31, 2007

Schedule GWB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D) IE] [F]LINE
DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Uneollecib\eFader (Line 11)
Revenues (LI - L2)
Combined Federal andState Income Tax and Property TaxRate (Line 23)
Subtotal (La - LE)
Revenue Conversion Factor (L1 I Ls)

1 m.ocoo%
D.GGO0%

1 DD,GGOU%
3994824%
60.5176%
1 .552412

1DD.GGOO°A
38.5989%
61 .4011 %
D.00GO%

7
8
9

10
11

Calculation of Uncollectible Fac!or7
Unity
Combined Federal and State Tax Rate (Line 17)
Ons Minus CombinedIncome Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Favor (LE ' L10 ) 0.0000%

100.0G00%
6.9680%

93.0a20v.
34.0Cl00°/n
31.s3os*v.

Qa/culatrbn of EHl\!clive Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal lncame Tax Rate (Line 44)
15 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and Slate Income Tax Rate (L13 +L16) 38.5989%

10DGOGO%
38.5989%
BI .4011%

1.439098
aaaasv.

calculation of En'ectlve Prnoerrv Tax Factor
LB Unity
19 Combined Federal and Slate Income Tax Rake (L17)
20 One Minus Combined Income Tax Rate (LI B-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective Properly Tax Fodor (L20'L21)
23 Combined Federal and State Income Tax and Properly Tax Rate (L17+L22) 39.482471

s
s

652.928
525,900

24 Required Operating Income (Schedule GWB-1, Line 5)
25 AdjustedTest Year Operating lnnome (Loss) (Schedule GWB~10,Line 29)
26 Required Increase in operatingIncome (L24 . L25) s 127,028

s
s

232.069
152,214

27
2B
29

IncomeTaxes on Recommended Revenue (Col, (F), L52)
IncomeTaxes on Test Year Revenue (Cd. (C), L52)
Required lnueese in Revenue to Provide for Income Taxes (L27 - L2B) s 79,a54

s 5,323,533
0.0000%

s
s

30
a l
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue(L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required lnuease in Revenue to Provide forUncollectible Exp, s

35
36
37

s
s

224_os0
221,039

Property Tax was Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM~15, Col A, L16)
Increase in Properly Tax Due In Increase in Revenue (L35~L35) s

s

a,ozo

38 Total Required lncr Asa in Revenue (L25 + L29 L37) 209,903

(A) (B\ (C) cm rEl m

as
40
41
42
48
44
45
46
47
CB
49
so
51
52

Calculation of Income Tax:
Revenue (Sch GWB-1, Col. [Cl LE a 10)
Operating Expenses Excluding Income Taxes
Syndvonized Interest (L56)
Arizona Taxable Income (L39 - L40 - L41 )
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L43 - L44)
Federal Tax on First Income Bracket (Si - 550.000) @ 15% `
Federal Tax on Second Income Bracket (s50_001 . $75,000) @25%
Federal Tax on Third Income Bracket (s7s,oo1 - S100,009) @34%
Federal Tax on Fourth Income Bracket (s100_001 . $335,0D0) @39%
Federal Tax on Fifth Income Bracket (s335_001 -$1D,D00_00D) @ 34%
Total Federal Income Tax
Combined Fed rel and State Income Tax (L44 + L51)

l
53 Effective Tax Rate 34.0000%



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3

RATE BASE _ ORIGINAL COST

(B)

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

(C)
STAFF

AS
ADJUSTED

1
2
3

$ $ $Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

28,800,225
13,084,198
15,716,027 $

(2,150,499)
(26,559)

(2,123,940) $

26,649,726
13,057,639
13,592,087

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 107,549
4

107,545

$ $ 107,549
4

107,545

7 Advances in Aid of Construction (AIAC) 5,947,009 (1 ,539,768)

348,557

4,407,241

8 Imputed Reg AIAC 348,557

9 imputed Reg CIAC 1,157,044 1,157,044

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.'

(1 ,360,455)
7,800

(1 ,360,455)
7,800

11 Cash Working Capital 367,562 (563,132)

57,963

(195,570)

57,96312 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits

8,897 8,897

1,749,805 (1 ,649,972) 99,833

16 Purchase Wastewater Treatment Charges

17 Driginal Cost Rate Base $ 12,041,310 $ (3,145,833) $ 8,895,477

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ADJ 8
1
2
a
4
5

Plant, Accumulated Depreciation and AIAC
Working Capital
Imputed Reg AIAC
Deferred Debits
Post Test Year Plant

References:
SCI'1&dLI,IS GWB~5
Schedule GWB-6
Schedule GWE~7
Sc-hedute GWB-8
Schedule GWB~9

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A»08-022t
Test Year Ended December31, 2907

Schedule GWB-4

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

UNE
NO,

ACCT.
HSL DESCRIPTION

[AI
COMPANY
AS FILED

[5]

ADJ #1

[ q

AD; #2

[D]

ADJ :xx

[E]

ADJ #4

[El

ADJ #5

[F]
STAFF

ADJUSTED

PL4NT IN SERWCE
2,4.c04
:s7,os1

290,792
2351
9,609

31 ,os
389266

1,ea1
47,a4s

4,583

34.004
37.061

290.792
2351
s .s09

31.052
3a9.20e

1_ea7
47.a4a

4.5aa

457,148
29,223

663.944
a07.51s
137,874

2,284,799

457,148
29.223

es3,944
807,515
137_B74

2,264,799

(499-772)
(59,875)

(1,539,7EB)

1,0o9
50,570

1,584,129
49,470

11,718,545
236z285

215,751
3,447,B30
1.770,642

235.697
35,473

(50,054)

1,ooQ
50,870

1,093,357
(10,405)

11_71B,545
827,517
1se,ss7

3,447,830
1,770,542

236,697
36,473

137,545
es_a42

ala
343,147

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
S
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
$
s
s
s
s
s
s
s
s
s
s

137_645
58,842

833
a4a,147

301000 Organization
302000 Franchises
308200 Land a. Land Rights as
303300 Land s. Land Rights P
303500 Land & Land Rights TD
:suesao Land 81 Land Rights AG
304100 SI1'uc1 a Imp SS
304200 Struck a Imp P
304300 save a Imp wr
304400 Strut & Imp TD
304510 SUUC! a Imp AG cap Lease
304600 SING! & imp Offices
304700 Struck & Imp Store, Shop, Garage
305000 Colled a Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
a11300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Nan-Media
330000 Dist Reservoirs & Standpipe
331001 TD Mains not Classified by Size
331 lm ro Mains min & Less
331200 TD Mains air\ to Him
331300 TD Mains 10in IO 15in
333000 Services
334100 Meyers
334200 Meter Installations
335000 Hym3n!$
339100 Other' PIE Intangible
339500 Other P/E TD
340100 Office Furniture & Equip
340200 Comp a Peiiph Equip
340300 Computer Software
341100 Trans Equip U Duty Trks
341200 Trans Equip Hvy Duly Tris
342000 Stores Equipment
343000 Tads,Shop,Garags Equip
344000 Laboratory Equipment
M5000 Power Operated Equipment
346100 Comm ET-=iI= non-Telephone
345200 CommEquip Telephone
346300 Comm Elvin Other

z,4o0
134,138

7.523
172.529
180.533
49,s7a

5,110

2400
134,138

7.623
172.529
180.533
49.675
5.110

23,411 23,411
QORPORATE PLANT ALLOCATION

304520 Struck & Imp Leasehold
331 O01 Mains
340100 OfNcs Fuming a. Equip
340200 Camp e. Peliph Equip
340300 Computer Software
348860 Computer Software~Otner
a4acoo Tods.Shop,Garags Equip
345100 Comm Equip Non-Tdephone
346300 Comm Equip Other

115,919
47,147

1a5_s22
4_e19
3,983

19,175
sos

s
s
s
s
s
s
s
s
s
s

115,919
47,147

185,522
4,B19
s,sea

19,175
505

POST TEST YEAR PLANT
330090 Dist Reservoirs a. Standpipe
331300 TD Mans 10in to 16in
331400 TD Mains Greats' than 18"

490.772
rso_oe4
59.875

s
s
s

490,772
so,oe4
59,875

Total Plant in Service 28,800,226 (1 ,539,768) (510,731) 26,649,727
27,260,458

c
Ng! Plant inService (LSB - L 59)

13,084,198
S 15,715,028

(26,559)
s (1,513,2D92l s s s s

13,057,639
13,592,088

s 107,549
4

107,545
5_947.009

s s s s s

(1_539_'/6a)
a4a,557

107.549
4

107.545
4,407,241

348,557
1,151,044

(1,360_455)
7_eoo

1,157,044
(1,350,455)

7,aoo

357,562 (563,132) (195,570)

e,e97
5'/,sea

a,897
57.963

1
2
3
4
5
s
7
B
9
10
11
1 2
1 3
14
15
1 6
1 7
1 a
19
2 0
21
22
2 3
2 4
25
2 6
27
2 8
2 9
3 0
31
3 2
33
34
3 5
36
3 7
38
3 9
4 0
41
4 2
4 3
4 4
4 5
i s
4 7
4 8
4 9
5 0
51
5 2
5 3
5 4
5 5
5 6
5 7
s o
5 9
6 0
5 1
6 2
6 3
6 4
6 5
6 6
6 7
6 8
BE
7 0
7 1
7 2
7 3
7 4
7 5
7 6
7 7
7 8
7 9
BD
a l
B2
8 3
BE
8 5

LESS;
Conlribtations in Am at construction (CIAC)

Less:Accum.llated Amortization
net GIAC (L63 - L54)

Advances inAid Of Construction(AIAC)
imputed Reg Advances
imputedReg CIAC
Deferred Income TaxCredits (Debits)
Customer MeterDeposits

AQL2;
Working Capital Attuwance
Pumping Power
Purchase Wastewater Treatment Charges
Material and SuppliesInventory
Prepayments
Projeetea capita expenuitufes
Deferred Debits
Original Cost Rate Base

1,749,805 .
s 12_041_:a11_ s 25.555 s (563,132) s s

(1 ,549,9'/2)
(1,6499972)»

s _la10.731)

s (510,731) s
99,833

8,895,478



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTED

LINE ACCT
M ; Description
331.20 Stonebridge Subdivision Piano

Acc Deprec. Stonebridge Subdivision Acc Depr.
AIAC Stonebridge Subdivision AIAC

[Al
COMPANY

AS
FILED
1,189,832

7,532
1 ,189,832

STAFF
ADJUSTMENTS

(1 ,1 a9,s32)
(7,532)

(1 ,1 ae,832)

331 .zo VWnterHaven Subdivision Plant
Arc Deprec. WinterHaven Subdivision Acc Dep

AIAC WinterHaven Subdivision AIAC

239,069.00
12,999.00

239,059.00

(239,069)
(12,999)

(239,069)

331 .to Mira Monte Subdivision Plant
Acc Depress. Mira Monte Subdivision Acc Dep

AIAC Mira Monte Subdivision AIAC

110,857.00
8,028.00

110,867.00

(110,867)
(6,028)

(110,867)

331 .20 Plant Adjustment
Acc. Depreci Acc. Depreciation Total Adj.

AIAC Total Adj.

1,539,768.00
26,559.00

1 v539,758,00

(1,539,768.00)
(26,559.00)

(1,539,768.00)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]

89



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS~013D3A-08-0227
Test Year Ended December 31, 2007

Sched u le  G WB-6

RA T E  B A S E  A DJ US T M E NT  # 2  -  WO RK ING  CA P IT A L

[A] [B] [D] [E]

LINE
n o . D E S C R IP T IO N

C O M P A N Y
T E S T  Y E A R

A S  F ILE D

S T A F F
T E S T  Y E A R

A D J U S T M E N T S

[ C]
S T A F F

T E S T  Y E A R
A S

A D J U S T E D
LE A D / LA G

D A Y S
D O L L A R

D A Y S

s$
$
$
$
s
s
s
$
$
s
s
s
s
s
s
s
s
s

899,973
44,3a4

501,877
7,84e

(295)
940,899
209,312
127,879
119,303

51,991
132,002

15,559
103,944
354,017
5B3,8BB
221,795

75,809
(195,927)

(488,307)

899,973
44,384

501 ,B77
7,846

(295)
940,899
209,312
127,879
119,303

51 ,991
132,002

15,559
103,944
354,017

95,581
221,039
75,809

152,214
336,736

4,390,071

12.00
86.87
32.42
28.47
30.00
(3.88)
(4.04)

45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.65
42.04

106.52
765

$
$
$
$
$
$
$
s
s
s
s
s
s
$
s
$
$
s

Labo r
Purchased  Waler
F uel &  Power
Chem ic a ls
Was t e D isposa l
Manag ement  F ees
Group Insurance
P ens ions
Reg u la t o r y E x pens e
Insurance O ther  Than Group
Cus tomer  Account ing
Ren t s
Genera!  O f f ice Expense
M isce llaneous
Maintenance Expense
Taxes Other  Than Income~Proper ly Taxes
Taxes Other  Than Income~Other
Income T axes
Interes t
T o t a l O pe r a t i ng  E x pens es 4, 193, 256

336, 736
(151,571)

10,799,571
3,855,638

15,270,852
223,384

(8,850)
(3,S50,B88)

(971,209)
5,754,551
3,579,090
2,339,595

984,735
(166,170)

3,118,320
10,620,516

2,867,430
46,970,830

1,1 B5,412
6,399,085

35,869,118.72
146,042,320
146,042,320

1
2
3
4
5
5
7
a
9

10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
ah

Expense Lag
Revenue Lag
Net  Lag
Staf f  Ad justed  Expenses
Cash Work ing  Capi t a l
Company As  F ie ld
Staf f  Ad justment

Line 21,  Col.  (E) I Col [C]
Company Won<papers
Line 24 -  23
Line 20,  Col C
Line 25 '  Line 26/365 Dal
Co Sched ule B»5
T o G W B - 4

33. 27
48. 239
(14.97)

4.390.071
(180,085)
367, 562

(547,647)

References :
Column [A ] :  Company Sched ule C-1
Column [B] :  Staf f  ad justments to expenses,  See Test imony GWB
Column [Caz Column [A]  + Column [B]
Column [D] :  Expense Lag s Used  on Docket  WS-01303A-08-0403,  approved  in Dec is ion No.  70372
Column [ E ] :  Co lumn [ C]  '  Co lumn [ D]



ARIZONA-AMERICAN WATERCOMPANY - MOHAVEWATER
Docket No.WS-D1303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB- 7

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY AIAC

[C]tAl
YEAR
OF

ADVANCE
2001
2002
2003
2004
2005
2006
2007

[Bl

ADVANCE
AMOUNT

s 4,208,406

CIAC
AMORTIZED

(D)
CIAC

REMAING
BAL°lNCE

$4,208,406
3,585,793
2,938,345
2,290,898
1 ,s43,451

996,004
348,557

$ 348,557s 4,208,406

622,513
647,447
647,447
647,447
647,447
647,447

$ 3,859,849

LINE
t s ; DESCRIPTION
1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
6
7
a
9
10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment $ s 348,557

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance perDecision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8

RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS

tBs

LINE
no. DESCRIPTION

1 At December 31 , 2007
2

2007
s

[A]
COMPANY

As
EILED
1 ,749 ,805
1 ,749,805

STAFF
ADJUSTMENTS

(1 ,549,972)
$ (1,s49,972) $

[C]
STAFF

AS
ADJUSTED

99,833
3,399,777

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARiZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB- g

RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT

COMPANY
Description

330000
331300
331001

Distribution Reservoirs
TD Mains 10"-1 s
TD Mains 18in and Grtr

FILED
490.772
60.084
59.875

610.731

STAFF
ADJUSTMENTS

$ (490,772)
$ (66,084)
$ (59,875)

(510,731)

ADJUSTED
s

References
Column [A]: Amounts included in plant balances per filing
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . MDHAVE WATER

Docket No. WS-D1303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-1 O

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 4,932,608
181,023

$ s 4,932,608
1 al ,023

s 209,902 $ 5,142,510
181,023

1
2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues $ 5,113,531 s $ 5,113,631 $ 209,902 $ 5,323,533

s 899,973
44,384

501 ,877
7.846

(295)

$ $

(488,307)
(348,839)

U56) 3,020

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
s
s
$
s
$
s
$
s
s
s
$
$
s
s
$
s
s
s

899,973
44,384

501 ,877
7,845

(295)
940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
583,888
883,235
221 ,795
75,809

(19e_s27) 349,142

940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
95,581

534,396
221 ,039
75,809

152,214 79,854

899,973
44,384

501 ,877
7,845

(295)
940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
95,581

534,396
224,060
75,809

232,069

o
0

6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Total Operating Expenses
Operating Income (Loss) $

5,076,491
37,140 s

(488,760)
488,760

4,587,731
525,900 $

82,875
127,027 s

4,670,506
552,328

References:
Column (A): Company Schedule C-1
Column (8); Schedule GWB 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 15

ADJ #
1 Tank Maintenance Accrual
2 Depreciation Expense
3 Property Taxes
4 Income Taxes

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-11

, SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
n o. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depredation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[E]
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 4,932,608
181,023

$ $ $ $ 4,932,608
181,023

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 5,113,631 $ $ $ s

$
$
$
$ 5,113,531

$ $ $ $ $ 899,973
44,384

501,877
7,846
(295)

(488,307)
(348,839)

(756)

5
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes
26

899,973
44,384

501 ,877
7,846
(295)

940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
583,BBB
B83,235
221 ,795
75,809

(196,927) 349,142

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017
95,581

534,396
221 ,039
75,809

152,214

27 Total Operating Expenses
28 Operating Income (Loss)

$
$

5,076,491
37,140

$
$

(488,307)
488,307

$
$

(348,839)
348,839

$
$

(756)
756

$ 349,142
$ (349,142)

$
_s

4,587,731
525,900



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 _ TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 583,888 $ (488,307) $ 95,581

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007
Total for three year period

Normalization Period
Normalized Amount

100,287
91 ,056
95,400

286,743

3
95,581

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERZCA1V WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM~13

OP E RAT I NG ADJUS T ME NT  #2-  DE P RE CI AT I ON E X P E NS E

L I N E
N O.

AC C T.
B Q D E SC R I P TI O N

[ A]
P L AN T

B ALAN C E

AC C  D ec.  57093

I B ]
D E P R E C I ATI O N

B _ AI §

[ C l
D E P R E C I ATI O N

E X P E N SE

34, 004
37,061

290, 792
2, 351
s , s o9

31, 052
389, 265

1_ea7
47, e4a

4, 5aa

11 , 016
4 0

1 . 196
8 3

457, 148
29, 223

ees_s44
807, 515
137, 874

2, 264, 799

9 , 280
1, 353

16.864
21, a0a

6 , a94
115 , 958

1, 009
so . a70

1, 584, 129
49, 470

11, 718, 545
827, 517
216, 751

3,447_aao
1,770,642

236, 597
36, 473

0 . 00%
0 . 00%
0. 00%
0. 00%
0. 00%
0. 00%
2. 83%
2. 39%
2. 50%
1181%
4. 53%
2. 03%
4. 63%
2. 54%
2. 70%
5. 00%
5. 12%
5. 00%
5, oo%
5. 00%
1.81 %
1. 53%
1. 53%
1. 53%
2. 00%
2. 89%
6. 53%
6. 53%
1. 99%

5 0
2, 544

28 , 673
7 5 7

179 , 295
12, 661

4 , 335
99, 642

115, 623
15 , 456

1 2 s

137, 545
66, a42

8 3 3
343, 147

5, 561
10, 421

2 0 s
75 . 492

F L A N T I N  s E R w c E :
3 0 1 0 0 0 Organizat ion
3 0 2 0 0 0 F r anchises
3 0 3 2 0 0 Land &  Land R ight s SS
3 0 3 3 0 0 Land &  Land R ight s  P
3 0 3 5 0 0 Land &  Land R ights TD
3 0 3 6 0 0 Land  a  Land  R iggs  AG
3 0 4 1 0 0 St r u t  &  imp  SS
3 0 4 2 0 0 Slr ud  &  I mp P
3 0 4 3 0 0 Struck & Imp VVT
3 0 4 4 0 0 s l r ua  &  imp  TD
3 0 4 5 1 0 St r u t  &  I mp AG  C ap Lease
3 0 4 5 0 0 Slrud &  imp Of f ices
3 0 4 7 0 0 Slrud a.  Imp Store,  Shop,  Garage
305000  C o l lec t  8 .  I mpound ing
3 0 7 0 0 0 Wells a.  Spr ings
310100 Power  Generat ion Equip Other
3 1 1 2 0 0 P ump E qu ip  E led i i c
311300 P ump E quip D iesel
311500 P ump E quip O t her
3 2 0 1 0 0 WT Equip Non~Media
3 3 0 0 0 0 Dist  Reservoirs 8.  Standpipe
331001 TQ Mains Not  C lassif ied by Size
331100 TD Mains min a Less
3 3 1 2 0 0 TD Mains Sin to B in
3 3 1 3 0 0 TD Mains 10in to 16in
3 3 3 0 0 0 Services
3 3 4 1 0 0 Meters
3 3 4 2 0 0 Meter  instal lat ions
3 3 5 0 0 0 Hydrant s
3 3 9 1 0 0 Other  P /E  Intangible
3 3 9 5 0 0 Other  P IE  TD
3 4 0 1 0 0 Off ice Furniture 8- Equip
3 4 0 2 0 0 Comp 8-  Per ish Equip
3 4 0 3 0 0 Computer  Sof tware
3 4 1 1 0 0 Trans Equip Lt  Duty Trks
3 4 1 2 0 0 Trans E quip H vy D ut y Tr is
3 4 2 0 0 0 Stores Equipment
M 3 0 0 0 Tools,Shop_Garage Equip
3 4 4 0 0 0 Laboratory Equipment
3 4 5 0 0 0 Power  Operated Equipment
M 6 1 0 0 C omm E quip N on- Telephone
3 4 5 2 0 0 C omm E quip  Te lephone
3 4 6 3 0 0 Comm Equip Other

2 , 4oo
134, 138

7. 623
172. 529
180_533

49, 678
5.11 u

4 . 04%
1 5 . 5 9 *
2 5 . 0 0 %
2 z 0 0 s s
15 . 00%

3 . 9 8 %
4. 49%

10. 90%
4 . 64%
3 . 6 6 *
9 . 7 S *
6 . 1 9 %

9 4
6 . 023

7 6 2
a, oo5
s, rsos
4 , 849

3 1 5

23, 411 1 ,oak
CORPORA TE F'LANT AlJ.OCA TION

3 0 4 5 2 0 Sim ct & Imp Leasehold
331001 Mains
3 4 0 1 0 0 Off ice Fumilurs s. Equip
3 4 0 2 0 0 Comp & Periph Equip
3 4 0 3 0 0 Computer Sof tware
3 4 0 3 0 0 Computer Software-Other
3 4 3 0 0 0 Tools,Shop,Garage Equip
3 4 6 1 0 0 Comm Equip Non~Telephone
3 4 6 3 0 0 Comm Equip Other

115, 919
47 , 141

1as , 522
4, a19
3. 963

19. 175
5 0 5

4,6396
1 . 53%
4 0 4 9 »

15.59%
2 5 . 0 0 %
25_0D%

4. 49%
3. 66%
8 . 1 9 %

4 , s a a
7 , 350

48. 3a1
1, 205

1 7 8
7 0 2

3 1

POST TEST  YEAR PLANT
3 3 0 0 0 0 D ist  Reservoir s  &  standpipe
3 3 1 3 0 0 TD Mains 10in to 16in
3 3 1 4 0 0 TD Mains Greater than 18"

490, 772
s0_aa4
59, 875

0. 00%
0 . 00%
0. 00%

Total  Plant in Service 27, 260, 458 3. 02% 824, 203

Less Non Depreciable P lan!
Organizat ion
F r anchises
Land &  Land R ights SS
Land &  Land R ight s  P
Land a Land R ight s  TD
Land &  Land R ights AG

34_004
37,061

290, 792
2,351
9. 609

31,052

0 . 00%
0 . 00%
o. 00%
0 . 00%
0. 00%
O. 00%

s 26, 855, 589 s 824, 203
3. 07%

s 107, 549 s
s

1
2
3
4
5
s
7
a
9
1 o
11
12
13
14
1 s
1 e
17
1 a
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
CB
39
40
41
42
43
44
45
i s
47
pa
49
50
51
52
53
54
as
56
57
58
59
50
61
62
so
54
65
66
67
68
69
70
71
72
73
74
75
75
77
78
79

Net Depreciable P\ant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of  Regulatory C IAC at  Set t lement  Rate
Amortization of  C IAC at  Composite Rate
Staf f  Recommended Depreciation Expense
C o mp a n y Proposed Depreciation E x p e n s e
Staf f Adjustment s

2a6 . 506
3. 301

534 . 396
B B 3 2 3 5

( 348, 833)

Col A
Col B
Col C

References:
Schedu le  GWB - 4
Proposed Rates per  Staf f  Engineer ing Repor t  for  Non Allocated P lant
Co!  IA]  t imes Col rm I



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GTM-14

OPERATING ADJUSTMENT #3 _ PROPERTY TAX EXPENSE

[A] [Bl

$ 5,113,631
2

10,227,252
5,113,631

15,340,893
3

5,113,631
2

10,227,262
13,454

$ 5,113,631
2

10,227,262
5,323,533

15,550,795
3

5,183,598
2

10,367,197
13,454

10,380,651
0.230

2,387,550
9.38%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

$
$
$

10,240,716
0.23

2,355,365
9.38%

221,039
221,795

(756)

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 15 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 ' Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
s

224,060
221,039

3,020

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

3.020
209,902

1.43896%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20 .
Line 23: Schedule GWB-1 , Line 8



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Sc hedu le  GT M -15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A XES

LINE ACCT
no. no. D E S C R I P T I O N

[ B]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 I ncome Taxes

[ A ]
C O M P A N Y
P R O P O S E D

$  ( 1 9 6 , 9 2 7 ) $ 349 , 142 $ 152,214

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY _ MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

DIRECT TESTIMONY OF GERALD BECKER
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s (17,195) s (17,195)

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

<A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (l.2 I L1)

$

$

4,740,149

15,619

0.33%

$

$

4,740,149

15,519

0.33%

$

$

(610,469)

(31 ,426)

5.15%

$

$

(610,489)

(31 ,426)

5.15%

4 8.40% 8.40% 7.34% 7.34%

5

6

$

$

$

s

$

$

$

$

7

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Factor

398,173

382,553

1 .6786

398,173

382,553

1 .6786

(44,808)

(13,383)

1.2849

(44,808)

(13,383)

1.2849

8 $ 542,143 $ 642,143 l
9 $ $

10 $

$

$ $

$

$

11

796,161

1,438,304

80.65%

796,161

1 ,438,304

80.65%

796,161

778,966

-2.15%

795,161

778,966

-2.16%

12

Required Revenue Increase (L7 ' Le)

Adjusted Test Year Revenue

Proposed Annual Revenue (LB + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Test Year
Mohave WW Mohave WW Mohave WW

s
s
s

795,161
530,749
(19,474)

s
S.9680%

s
6.9S80°/a

s (15,114)
6.96B0%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(1 ,053)
(14,061 )

(2,109)

s
s
s
s
s
s
s
s (2,109l

s s (3,162)s

Staff Recommended
Mohave WW Mohave WW Mohave WW

s
s
s

778,966
830,477
(19,474

s (32,037)
6. 9680"/»

(2,232)
(29,805)

(4,471)

s
s
s
s
s
s
s
s (4,471
s (5,703)

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-013D3A-0847227
Test Year Ended December31. 2oo1

Schedule GWB-2

GROSS REVENUE CONVERSION FACTOR

DESCRlPT\ON

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor?
Revenue
Uncolledble Favor (Line11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Property TaxRate (Line23)
Subtotal (LE. LE)
Revenue Conversion Factor (L1 I L5)

100.0000%
22.1714%
77.B2B5%
1.284875

20.922a%
79.D772%

7
a
9

10
11

Calculation of UncollecllI7bl&Facforr
Unity
Combined Federal and Stale TaxRate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
uncnluemible Factor (Ls I L10 ) 00000%

100.0000%
s.9680%

93.0320%
15.000D%
13.9548%

12
13
14
15
16
17

Calculation ofEl'l*Ecli\»IeTax Rate
OperatingIncome Before Taxes (Arizona Taxable Income)
Arizona Stale Income Tax Rate
Federal Taxable Income (L12 . L13)
ApplicableFedsfal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federaland Slate Income Tax Rate (L13 *L16) 2D.9228%

10D.0000°/a
20.922av.
79.0772v.
1.5790%

1.2485%

15
i s
20
21
22
23

Calculation ofEffective P/ogertv Tax Factor
Unity
Combined Federal and Stale Income Tax Rate (L17)
One MinusCombined Income Tax Rate (L18-L19)
Property Tax Factor (GTM-14, L24)
Effadive PropertyTax Factor (L20'L21)
Combines!Federal and State Income Tax and Property Tax Rate (L174»L22) 22.171491

(44,808)
(31 ,425)

24 Required Operating Income (ScheduleGWB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss)(Schedule GWB-10,Line 29)
26 Required Increase in Operating Income (l24 - L25) (13,383)

27
2B
29

(6,703)
(3,162)

IncomeTaxes on RecommendedRevenue (Col. (F), L52)
Income Taxes on Test YearRevenue (Col. (C). L52)
Required Increase in Revenue to Provide for Income Taxes(l27 . laB) (3,541)

30
31
oz
so
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectibie Rate (Line 10)
Uneolledible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uneolleetible Expense
Required Increase in Revenue to Provide for Unoolleczible Exp

35
36
37

Properly Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Col A, L16)
lnuease in Property Tax Due to Increase in Revenue (L35-LBS)

38 Total Required Increase in Revenue(L26 4»L29+ 11'/_19s1

39
40
41
42
43
44
45
pa
47
CB
49
50
51
52

Qalculafion of Income Tax
Revenue (Sch GWB-1, Col. [C] LE & 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L56)
Arizona Taxable Income (L39 - L40 - L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (Lea - L44)
Federal Tax on First Income Bracket (81 - $50.000) @ 15%
Federaf Tax on Second Income Bracket ($50_001 - $75,DGO) @ 25%
Federal Tax on Third Income Bracket ($75,0D1 . s100_000) @ M%
Federal Tax on Fourth Income Bracket ls100,001 - S335,0D0) @39%
Federal Tax on Flash Income Bracket ($335.001 -$10,G00,00D) @34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51)

53 Efihctive Tax Rate

Calculation of Interest Svnchronizalion
54 Rate Base (ScheduleGWB-3, Col. (C), Line 18)
55 Weighted AverageCost of Debi
56 Synchronized Interest (L45 X L46)

1 Mohave ww |
s (610,459)

s 119.474)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB-3

RATE BASE - ORIGINAL COST

STAFFC O M PAN Y
A S

FILED
STAFF

AD JU STM EN TS A D JU S TE D

1

2

3

$ $ $ 2,915,858
357.629

2,558,229

Plant in Service
Less:  Accumulated Depreciat ion
Net Plant in Service $

7,154,300
367.213

6,787,087 $

(4,238,442)
(9,584)

(4,228,858) $

4
5

Contribut ions in Aid of Construct ion (CIAC)
Less:  Accumulated Amort izat ion

Net  CIAC

726.484
57.539

668.945

726.484
57.539

668.945

7 Advances in Aid of Construct ion (AIAC) 1.414.706 (306,362) 1.108.344

8 Imputed Reg AIAC 61 61

9 imputed Reg CIAC 131.237 131.237

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts

(105,590) (105,590)

11 Cash Working Capi tal 58.358 (1 ,374,054) (1 ,315596)

1 2 Prepayments

13 Suppl ies Inventory

14 Projected Capital  Expenditures

15 Deferred Debi ts

1 6 Purchase Wastewater Treatment  Charges

1 7 Original  Cost Rate Base $ 4,740,149 $ (5,350,618) $ (610,469)

References
Column (A),  Company Schedule B-2
Column (B):  Schedule GWB-4
Column (C):  Column (A) + Column (B)



References:
Schedule GWB-5
Schedule GWB-5
SGhedule GWB-7
Schedule GWB-8
Schedule GWB-9

ADJ #
1
2
3
4
5

Plant_ AccumulatedDepreciation and AIAC
WorkingCapital
IMputedReg AIAC
Deferred Debits
Post Test Year Plant

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. ws-a11osA-oa-0221
Test Year Ended December 31, 2007

Schedule GWB-4

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

LINE
MSL

ACCT.
BQ. DESCRIPTION

IA]
COMPANY
A S  I

[51

ADJ #1

[D]

ADJ #3

[E]

ADJ #4

[El

ADJ #5

[F]
STAFF

ADJUSTED

PLANT IN SERVICE!
1
2
3
4
5 (395,352)

6
7
a
g

10

11
12

301000 Organization
352000 WW Franchises
354200 WW Strict & Imp Coll
350000 WW Collection SewersForced
3611 of WW CollectingMains
382000 WW Special Coll Slrud
353000 WW Services Sewer
364000 WW Flaw Measuring Devices
371100 ww Pump Equlp Elect
380100 WW Equip Sad Tanks/Acc
:s80300 wwTD Equip Sedge Dry/Hit
380500 WW TD EquipChem Trmt Pu
380600 WWTD Equip Oth Disp
393000 WW ToolShop & Garage Equip
394000 WW Laboratory Equipment
396000 CommunicationEquipment
398000 other Plant

364
201 ,579

s , a a2
1,615,707

74,760
314,343

23,113
18,935

803,755
a ,ao 1

14,311
39,019
44,237

s e e
26,205

364
201 ,579

5.382
1,309,345

74_7so
314,343

23.113
18,935

B03,788
8.807

14.311
39,019
44,237

557
26,205

1,a17 1.817
CORPORATE ALLOCA TIOn

304620 Sirua 8= Imp Leasehold
331001 Mains
340100 Oitice Furniture a.Equip
340200 Camp e.Perish Equip
340300 Computer Software
340300 Computer Software-Other
343000 Tools,Shop,Garage Equip
345100 CommEquip Non-Telephone
346300 Comm EquipOther

8,997
3,659

14,399
374
308

1 ,nae
39

8,997
3,659

14,399
374
308

1 ,488
39

354500 vow strums. lmpr Gen
371100 ww pump Equip Elec:
380000 ww TD Equipment

7B5,90B
B13,581

2_352_593

s (755,906)
s (813,581)
s (2_352,593)

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
$
s
s
s
s
s
s
s

Total Plant In Service 7,154,301 (308,352) (3,932,0B0) 2,915,859

Aca.xmu\aled Depreicatinn
Net Plant in Service s

367.213
B,7B7,08B s

(9,5B4)
(296.77al s s s .4 @§3l?.-989) s

357.529
2.55B,230

s s s s s s726.454
57,539

568,945
1,414,706 (306,362)

61,769
131 ,237

(105,590)

726,484
57,539

es8,945
1,105,344

61 ,769
1311237

(105,590)

55_358 (1,374.054) (1,315,596)

341
3,661

341
s,ss1

1 3
14
15
1 s
17
1 B
1 9
20
21
22
2 3
24
25
2 6
27
2a
2 9
3 0
31
3 2
3 3
34
3 5
35
37
3 8
3 9
4 0
41
42
4 3
44
4 5
4 8
47
pa
4 9
s o
51
52
5 3
54

Less;
Contributions in Aid of Construction (CIAC)

Less: Accumulated Amortization
Net CIAC (L63 - L54)

Advancers in Aid of Construction (AIAC)
imputed Reg Advances
imputed Reg CIAC
Deferred Income Tax Credits (Debits)
ITC
AD .
Wodring Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Protected Capital Expenditures
Deferred Debits
Original Cost Rate Base s 4,740,150 9_5B4 s.(j,a74,054)

IC]

AD

s. (61 Jas) s
7,7o1
7,701 s (3,932,0BOl s

7.7D1
(610,468\



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. ws.01303A_08-0227
Test Year Ended December 31, 2007

Schedule GWB-5

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTED

LINE
n o .

ACCT
OF Description
361 .20 Mesa Vista Subdivision Plant

Acc Deprec. Mesa Vista Subdivision Acc Dear.
AIAC Mesa \sta Subdivision AIAC

[A]
COMPANY

AS
FILED

170,432
7,995

170,432

STAFF
ADJUSTMENTS

(170,432)
(7,995)

(170,432)

361.20 Sage Hill Subdivision Plant
Acc Depress. Sage Hill Subdivision Acc Dep

AIAC Sage Hill Subdivision AIAC

135,930.00
1 ,589.00

135,930.00

(135,930)
(1,589)

(135,930)

361.20 Plant Adjustment
Acc. Depreci Acc. Depreciation Total Adi.

AIAC Total Adj.

306,362.00
9,584.00

306,362.00

(306,3S2.00)
(9,584.00)

(306,362.D0)

References:
Column [Ali Amounts included in plant balances per filing,
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTMATER
Docket No. ws-u1:xuaA-oa-0227
Test Year Ended December 31. 2007

Schedule GWB-E

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

TEST YEaR
LEAD/LAG

DESCRIPTION

COMPANY
TEST YEAR

AS FILED
TEST YEAR

ADJUSTMENTS ADJUSTED

s
s
$

108.996
73.650

126.228
123.865

125.228
123.655

(3.88)
(4.64)

s
s
s22.140

18.497 16.497

(10.58) s

15.726 16.726

37.922 38.032 212.50

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Labor
Fuel a. Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
General Taxes-Properiy Taxes
General Taxes-Other
Income Taxes
Interest
Total Operating Expenses

(76,894)

532.144
283.755
2B3.766

(z,e11 )
283,766
890.302

105.52

1.307.949
6.397.956

298.717
3.593.711
3.709.950

(93,298)
(85,595)
998.316
218.820
742.343

12.033
(MD94)
501 .786
148.440

8.081.723
153.028

(109,766)
30.225123
5e.01s.741

Line 21, Col. (E) I Cd [C]
Company Workpapers
Line 24 - 23
Line 20. Col 35
Line 25 C Line 26/365 da;
Co Schedule B-5
To GwB-4

890.302

22
23
24
25
26
27
CB
29
30
31
32
33
34
35

Expense Lag
Revenue Lag
Net Lag
Sla fl Adiusled Expenses
Cash Working Capital
Company As Field
Staff Adjustment

1 .409 . ago
(1 ,374,054)

References
Column [AL: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column (C): Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A.05-0403, approved in Decision No. 70372
Column [E]: Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY n MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

RATE BASE ADJUSTMENT #3 .. IMPUTED REGULATORY AIAC

LINE

F39_
1
2
3
4
5
6
7
8
g

10

DESCRIPTION
Beginning Balance Per Decision No. 67093
None
None
None
None
None
None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093

.-"-' We?" [giiiising 8.5 year recovery period per Decision No. 67093
No. S7093, less amortization.

am
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

ADVANCE
AMOUNT

$ 745.789

5

[B]

745,789

CIAC
AMORTIZED

s

s

110,335
114.737
114,737
114,737
114,737
114,737
684,020

[C]

Schedule GWB- 7

.3

(0)
CIAC

REMAING
BALANCE
$ 745,789

535,453
520,716
405,980
291 ,243
175,506

SI ,769
s el .769

61 ,769

CIAC per DecisionColumn [D]:



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, zoo?

Schedule GWB - B

RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS

[A]
COMPANY

AS
FILED

[B]

zoom

LINE
no. DESCRIPTION

1 Al December 31 , 2007
s $

STAFF
ADJUSTMENTS

7,701
7,7o1$

[ q
STAFF

AS
ADJUSTED

7,701
s (7,701)

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimonyGWB

J



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-98-0227
Test Year Ended December 31 , 2007

Schedule GWB - 9

RATE BASE ADJUSTMENT #e - POST TEST YEAR PLANT

[A]
COMPANY

[B]

ACCT
M L

354500 Structures & Imp Gen'l
371100 Pump Equip Electric
380000 TD Equipment t

Description AS
FILED

755,906
B13,5B1

2,352,593
3,932,080

STAFF
ADJUSTMENTS
$ (765,906)
$ (813,581)
$ (2,352,593)

(3,932,0B0)

[Cl
STAFF

AS
ADJUSTED

$
s
$

References:
Oolumn [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-10

OPERATING INCOME STATEMENT -  TEST YEAR AND STAFF R EC OMMEN D ED

[A] [ 8 ] [D] [E]

L INE
n o . DESCRIPTION

C OM PAN Y
TEST YEAR

AS F ILED

STAFF
TEST YEAR

ADJUSTMENTS

[cl
STAF F

TEST YEAR
A S

ADJUSTE D

ST AF F
R EC OM M EN D ED

C H AN GES
STAFF

R EC OM M EN D ED

$ 791,279
4,882

$ $  7 9 1 , 2 7 9
4 , 8s 2

$ (17,195) $ 774,084
4.882

1
2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
T o t a l  Opera t i ng  R ev enues $ 796,151 s $  7 9 6 , 1 6 1 s (17,195) $ 778,986

s $ $ $

(261796)
109 (272)

Labor
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pens ions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Of f ice Expense
Miscel laneous
Maintenance Expense
Depreciat ion & Amort izat ion
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

108,998
73,650

9,214
126,228
123,565

24,045
18,447
Hz, 140

7,294
15,497

1 ,e13
7,874

16,725
4 , 948

248,398
37,922

9,778
(76,894) 73,732

108,996
73,650

9,214
126,228
123,665

24,046
18,447
22, 140

7,294
16,497

1 ,613
7,874

16,726
4 . 948

221 ,601
38,032

9,778
(3,162) (3,541)

108,995
73,650

9,214
126,228
123,665

24,046
18,447
22,140

7,294
16,497

1 ,613
7,874

16,726
4,948

221,601
37,760

9,778
(5,703)

0
0

e
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
CB

Total  Operating Expenses
Operating Income (Loss)

780,542
15,619 s

47,045
(47,045) s

827,587
(31,426) $

(3,812)
(13,383) $

823,774
(44,808)

References:
Column (A):  Company Schedule C-1
Column (B):  Schedule GTM 11
Column (C):  Column (A) + Column (B)
Column (D):  Schedules GWB 2,  Lines 29 and 37
Column (E):  Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14

ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket Not WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
no. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Depreciation Exp,

ADJ #1

[C]
Property Taxes

ADJ#2

[D]
Income Taxes

ADJ #3

[G]
STAFF

ADJUSTED

$ 791,279
4,882

$ $ $ 791,279
4.882

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 796,161 $ $ $

$
$
$
$ 796,151

$ $ $ $

(26,796)
109

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,813
7,874

16,726
4,948

248,398
37,922
9,778

(78,894) 74,283

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7,874

16,726
4,948

221,601
38,032
9,778
(2.611 )

6
7 Labor
B Fuel & Power
9 Chemicals

10 Waste Disposal
11 Management Fees
12 Group Insurance
13 Pensions
14 Regulatory Expense
15 Insurance Other Than Group
16 Customer Accounting
17 Rents
18 General Office Expense
19 Miscellaneous
20 Maintenance Expense
21 Depreciation & Amortization
22 General Taxes-Property Taxes
23 General Taxes-Other
24 Income Taxes
25
26
27
28 Total Operating Expenses
29 Operating Income (Loss)

$
$

780,542
15,619

$
s

(26,796)
26,796

s
$

109
(109)

$
$

74,283
(74,283)

$
s

828, 138
(31,977)



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECIATION EXPENSE
ACC Dec.  59440

DEPRECIATION DEPRECIATION
EXPENSE

LINE
N O

A C C T
N O DESCRIPT ION BALANCE

201.579

0.00%
0.00%
2.B0%
2.00%
2.00% 261.309.345

74
314_343

23
2.04%

10.00%

803.788 3.60% 2B.936

14.311
39.019

5.00%
5.00%
4.47%

PLANT IN
301000
352000
354200
350000
351100
352000
363000
354000
371100
3B0100
380300
3B0500
380600
393000
394000
395000
39BOOO

SERVICE
Organization
W W Franchises
WW Struck & Imp Coll
WW Collection Sewers Forced
WW Collecting Mains
WW Special Coll Struck
WW Services Sewer
WW Flow Measuring Devices
WW Pump Equip Elect
WW Equip Sad TanksIAcc
WWTD Equip Sldge DrylFilt
W W TD Equip Chem Trmt PR
WW TD Equip Oth Disp
WW Tool Shop s. Garage Equip
WW Laboratory Equipment
Communication Equipment
Other Plant

26.205 10.30%

D_0D%
4.04%

14.399 25.00%
25.00%

CORPORA TE ALLOCA TION
304620 Struck & Imp Leasehold
331001 Mains
340100 Office Fumiiure 8- Equip
340200 Comp & Perish Equip
340300 Computer Software
340300 Computer Software-Other
343000 Tools,Shop,Garage Equip
346100 Comm Equip Non-Telephone
346300 Comm Equip  Other

3.65%
G.19%

765.906

1
2
3
4
5
e
7
8
9

1 0
11
1 2
1 3
14
1 5
1 6
17
18
1 9
2 0
21
22
2 3
2 4
2 5
25
27
28
29
3 0
31
3 2
33
3 4
35
3 6

POST TEST YEAR PLANT
354500 WW Struck a.  lmpr Gen
3711 OO WW Pump Equip Elect
380000 WW T D Eq u ip men t 2.352.593

5.00%
5.42%
5.00%

44.096
117.630

3 9

4 2
4 3

4 7

4 9

52

5 4
2B4.222Total Plant In Service 6.847.939 4.15%

5 6

59
6 0
61

352000
304620

Less Non Depreciable Plant
WW Franchises
Strud 8. Imp Leasehold

0.00%
0.00%

s 5,845,758
363.48

283.859Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate 4.15%

726.484 s
s

32.497
30. 124

221 .601
248,398
(2a,7ss)7 0

Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment

References
Schedule GWB~4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col IA] times Cot 181 .



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPA'NY - MOHAVE WASTEWATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-13

OPERATING ADJUSTMENT #2 _ PROPERTY TAX EXPENSE

[A] Mr

$ 796,161
2

1,592,322
796,161

2,388,483
3

796,151
2

1,592,322
13,454

$ 796,161
2

1 ,592,322
778,966

2,371 ,288
3

790,429
2

1 ,580,B59
13,454

1 ,605,776
0.23

369,328
10.30%
38,032
37,922

109

1,594,313
0.230

366,692
10.30%

$
$
s

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 ' Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

37,760
38,032

(272)

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

(272)
(17,195)

1.57895%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A~08-0227
Test Year Ended December 311 2007

Schedu le  GT M-14

OPER A T I N G I N C OM E A D JU ST M EN T  #3  -  I N C OM E T A XES

L I N E A C C T
n o . n o . D E S C R I P T I O N

[ C ]
S T A F F

R E C O M M E N D E D

1 I n c o m e Taxes

t A l
C O M P A N Y
P R O P O S E D

s 126, 228

[ 8 ]
S T A F F

A D J U S T M E N T S

$ (129, 390) $ (3,162)

References :
C o lum n (A ) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C ) :  Co lumn (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

DIRECT TESTIMONY OF GERALD BECKER
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I



$ 1 ,S39,610

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / LI )

$ 40,864,986

$ 1,552,497

3.80%

$ 40,B64,985

s 1 ,552,497

3.80%

$ 38,958,204

$ 1,864,218

4.79%

$ 38,958,204

$ 1,8e4,21 a

4.79%

4 8.40"/1 8.40% 7.34% 7.34%

5 $

s

$

s

$

$

$

s6

3,432,559

1 ,B80,161

1 .6496

3,432,659

1 ,880,151

1 .6496 #

2,859,532

995,315

1 .64737

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (Ls - LE)

Gross Revenue Conversion Factor

8 $ 3,101 ,546 $ 3,101,546
0
#[$

9 $

$10

$ 7,848,732

s 10,950,278

39.52%

s 7,848,732 s

s 10,950,278 #  $

39.52% #

2,859,532

995,315

1.6473

1,639,610 I

7,848,732

9,488,342

20.89%

7,848,732

9,488,342

20.89%11

12

Required Revenue Increase (Ly * Le)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + Ls)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% # 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff Recommended
Paradise Valley

Comt:ine4
Paradise Valley

Only
Paradise Valley

Only
s
s
s

9,488,342
5,612,455
1,242,757

s 2,633,121
e.9eeo%

s
e. 9680%

s
s
s
s
s
s
s
s

183,475
2,449,546

7,soo
6,250
a,soo

91 ,sao
718,980
832,880

s
s

s 1,016,355 s

Test Year
Paradise Valley

Combined
Paradise Valley

Of\lv
Paradise Valley

Only
s
s
s

7,848,732
5,593,849
1,242,767

s
6,9680%

s
8.968072

s 1,012,117
s.seao%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

70,524
941 ,592

7_5oo
6,250
a_sco

91 ,sec
206,241
320,141

s
s
s
s
s
s
s
s

s s 5 390,666

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2097

ScheduleGWB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (c ) (0) IE] [F]LINE
LE DESCRIPTION

1
2
3
4
5
s

Calculation of Gross Revenue Converswbn Fader:
Revenue
Unccilecible Factor (Line 11)
Revenues (L1 - L2)
CombinedFederal and Slate Income Taxand Property TaxRate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Factor(L1 I Ls)

1 oo.uooo%
0.G000%

100.0000%
39.2957%
so . 7043%
1 .84732a

1D0.0000"/1
38.5989%
61 .4011%

0.0000%

7
8
g

10
11

Calculation of Uncollecffible Factor:
Unity
Combined Federal and State Tax Rate (Line 17)
One MinusCombined Income Tax Rate (L7 - La )
Uncollectible Rate
UncolI bls Factor (LE ' L10 ) 0.0000%

100.0000%
s.seao%

93.0320%
a4.oooo%
31 .S309%

Calculation of Effecflve Tax Rate:
12 Operating Income BeforeTaxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable lemme (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 44)
16 Effective Federal Income TaxRay (L14 x L15)
17 Combined Federal and State income TaxRate (L13 +L1B) 38.5989%

100.0000%
3B.59B9%
S1 ,4011%

1.134B%
0.6968%

Calculation of EflOciiveProoerfvTax Factor
la Unity
19 Combined Federal and State Income TaxRate (L17)
zo Ons Minus Combined IncomeTax Rate (L1B-L19)
21 Property Tax Factor (GTM-14. L24)
22 Effective Properly Tax Factor (L20'L21 )
23 Combined Federal and State income Tax and Property Tax Rate (L17+L22) 39.2957%

s
s

2,559,532
1,B64,218

24 Required Operating Income (Schedule GwB-1,Line 5)
25 AdjustedTest Year Operating Income (Loss) (Schedule GWB~10, Line 42)
28 Required Increase in Operating Income (L24 - L25) s 995,315

s
s

1,016,355
390_e/a6

27
28
29

Income Taxes on Recommended Revenue (Col. (F), L52)
Income Taxes on Test Year Revenue (Col. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) s e2s,sso

s 9,488,342
0.GOGD%

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncoilectible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. s

s
s

286_035
267,428

35
35
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM»15, Col A, L1 S)
Increase in Properly Tax Due to Increase in Revenue (L35»L36) s

38 Total Required lnaease inRevenue(L26 + L29 + L37) s

(A)

1a.606

1,639,610

rel ac\ Fm IE rF

39
40
41
42
43
44
45

. is
47
48
49
so
51
52

Calculation of Income Tax:
Revenue (Sch GWB-9, couc) Ls, GWB-1, Col, (D). LE)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (LSD - L31 . L32)
AMong State Income Tax Rate
Arizona Income Tax (L33 x L34)
Federal Taxable Income (Las - L35)
Federal Tax on First Income Bracket (SI - S50,000) @ 15%
Federal Tax on Second Income Bracket ($51'J.D01 - $75_000) @25%
Federal Tax on Third Income Bracket (S75,D01 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - 5335,00D) @39%
Federal Tax on Fifth Income Bracket ($335,0G1 -$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

53
54
55

Effective Tax Rate M.0000%

s55
57
so

Qalcularion of Interest Svnchrnnizalion:
Rate Base (Schedule GWB-3, Col. (C),Line 18)
Weighted Average Cost of Debt
Synchronized Interest (L45 x L45) s

Combined | Paradise Valley | Paradise Valley |
522099,553 s 1a,141,m9 s 38,958,204

s.1eoo% 3190Q"/, 3,19D0%
1,661,975 s 419,209 s 1,242,767



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3

RATE BASE - ORIGINAL cosT

(A)
COMPANY

AS
FILED

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

STAFF
ADJUSTMENTS

$ $ (180,916)
(180,916)

$1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

61 ,588,447
12,099,985
49,488,461 $ $

61,407,531
11,919,069
49,488,461

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 12,789,338
5,539,222
7,250,116

$ $ 12,789,338
5,539,222
7,250,116

7 Advances in Aid of Construction (AIAC) 1 ,704,269 1 ,704,269

8 imputed Reg AIAC 233,188 233,188

9 Imputed Reg CIAC

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.-

1 ,600,604
12,600

1 ,600,604
12,600

11 Cash Working Capital 549,034 (589,957) (40,923)

117,955117,955

38,726 38,726

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits 1238,398 (1 ,083,637) 154,76t

16 PurchaseWastewater Treatment Charges

17 Original Cost Rate Base $ 40,864,986 $ (1 ,906,782) $ 38,958,204

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



811
\
2
3
4

Plant, Accumulated Dugldalion
Working Capital
lmputsd R¢9 AIAc
Daferrei Debits

ESL°I§D9£&1
Schedule GWB-5
S8hn4d8GWB-8
Snhedull GWB-7
Schedule Gwa-e

ARIZONA-AMERICllN WATER CDMPANY . PARADISE VALLEY WA1ER
Ducked Nu. w54l13l)3A_l)5,llg21
Test Year Ended Decemhef 311 2907

Sd\edule GWB-4

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

181 [Cl

Aw Ne; ADJ so

(El

ADJ #4

IF]
s'rAFF

ADJQSTED
LINE
use.

ACCT.
MQ. DEs<;RlpT\on

[Al
COMPANY
A-S FILED mm

15,asa

10,s20

1s,asa

10,520

1
2
a
4
s

s
7
s
s
10

a,:=.24 a,az4

18,876,165
o

a,oca_u9o
23,754
s,1:z

18,575,165
o

3,003,096
_ 23.7s4

s , m
11
12 spas

(8,533)
:spas

(a_saa)
13
14 1,519,918

554,e31
3,800,015

t o
(112,214)

1,519,918
554,631

3,457,501
199

15
16
17
i s
19
20
21
22
pa
24
25
Zs
z 1

9,128,155
14,05a

2,1B4154B
2,395,291

114,959
5,045,295
9,132,41a

14,055
2.T24,'r5a

350,570
14a,304

1,os4,a22

(86,702)

s,a2e.1ss
14,osa

2,115,946
2.395.291

114,959
5,046,296
9,132,418

14,055
2,724,758

3so,a7n
148,304

1,0s4,a22

PLANT /N s£Rvlc&
amur OrginlzaNion
302000 Franchises
339600 Miscsllinauus Irlhnglblei

303200 Land a Land RIggs as
303300 Lam! L Land Rlghts p
303500 LIMB a Land Rights TD
303800 Lind 5 Lam! Rigel AG
304100 sum B top SS
304200 Spud G imp P
304300 snug & Imp \At\'
an44ou sum L Imp To
ao4soo SINB1 a Imp AG
304500 Strut a Imp OMen
304700 sewn a Imp Shun, Shop. Gar

304800 Struct 8 Imp Misc
3415000 Called 5 Impounding
307000 Walls s Springs
310100 Purer Genaatian Equip Other

3112110 Pump Equip Eledrk:
311380 Pump Equip Dlesd
311500 Pump Equip 01hn
320100 WT Equip NarMada
aasooo supply mms
330905 Dist Rnsnwirs I SNnapipn
331001 TD Mains Not Classl1\l4 by Slzl

331100 TD Main: 4ln L Lu:
331200 TD Mains Gin to Bln
331300 TD Mai fl 101v1 in lam
:nana Firm Mien!
333800 Sufviuls
334100 mass
334200 dev lnstlllntkms
335000 Him-nu
339100 Olhhei PIE lnlingibil
339500 Otlw PIE TD
340100 Optics FumRur¢ L Equip
340200 Comp L Pefiph Equip

340300 ComplNlv Swl\vvlll
anosou oxrlsl amu Equipmuni

341100 Tram Equip Ll Duly Tris
341 :co Trans Equip Autos
341400 Tnlns Equip OMer
343000 Tads,$!wp,Glngl Equip
3u000 Law-mary EqulpmnN
345000 Puwuv Dpuv-aN Equipment
346100 Comm Ewlp Non~TIIlphonl
:ueaao Comm Equip 001d

55,512
35,292
14,711

674
(0)

:l,s41
z1,sos

111 ,11s
11,e29
9s,1:1

355,559
5a,a41

56.812
a1.292
14.711

674
(0)

a ,s41
27.905

111,115
11,s20
96,131

:\ea.aa9
5a_a41

pa
2 9
so
a l
3 2
3 3
: 4
3 5
so
3 7
ea
as
40
4 1
4 2
43
4 4
as

M n
a n

aoeuuo Prup-n/ Hue re Fulun Us:
AFUDC Debi

34,409
1,775

a4.4os
1,77a

7_n2a 7,024304520 Sired s Imp Lnunnum
331001 Mlkns
345190 DiNar Furniture L Equip
3482110 Camp A Pmph EquiP
348889 Bar pull Saalh-rs
340300 Cnmpmu Sultwan-Othnr
343000 Tnnls,Shup,Glng1 Equip
a4s1oo Curium Equip Non-Tnlnphom
845300 Comm Equip Dinar

34,801
14,155
55,897

1,447
1,190
5,757

152

a4,ao1
14,1s5
55.697
1,447
1,195
s,7s7

152

FGSITYPIIM
Rdiiiing Well 112 by Gd 2ooa

397060 Walls A Springs
311200 Pump Equip Elnnne

1,251,750
a n zs o

1,257,750
s n2 s o

Ramnnl alEadstlng wall112
(199,254)
4s0.S79)

307000 Wsiil 1 Springs
:11280 Pump Equip Evan:

(199,294)
(5D,67D)

Rnhabiildl we #1 T
304520 Stud L Imp Lllsuhdi
304709 Stud a. Imp SUarez, sl»p_ Gar
307000 Walls L Springs
309000 Supply Mains
a11200 Pump Equip Elamia
311sao pumpEquip Mba
3341W mum

os
1.390

119,390
n,4sn

83.200
1s,soo
s_ssn

650
11300

189,390
a_4so

aa,2oo
19.500
5.5911

Rmaval ml Existing Well #17
307000 Walls A Springs
311300 Pump Equip Dias:

(183,349)
(151)

(163,649)
(191)

Tum Nd Pop TY Mditlnns 1,B9i,287 1,899,287

Tuna: vi=mm S\lvi¢¢ 81,588448 81407,532

Amnnulma Dqpndalion
NO Plant In Suv6cn(L5B -L59)

12.099385
s 49,488483

(\B5,91dl

nao,s16\
g . s s s s

11,919,059
49,481453

s s s s

1

1
2
a
4
s
e
7
l

s 11149535
5,539,222
7_25o_ Ne
1,704,269

233,158

12,789,338
5_sa9,222
7,250,118
1,704,259

233,188

1,500,804
12.600

1.eoo_sc4
1z_sao

549,834 (589,957) » (451,923)

as.72e
1171955

ae.ns
117,955

9
10
11
12
13
14
15
16
17
la
19
to
21
n
za

LE§§;
Cuntlihuiions In Air d ConxUuetlnn [ClAy)

Lau: MrulmMatnd Amanlzation
ng cIAo (Ia . use)

Advances in Air al ConsUuclian (AIAC)
lmpulod Reg Advances
ImpuUni mg cxAc
Ddlurod lnnoma Tax Credits (D¢bils)
Custumnf Matsu Dlposita

Aar;
Wnridng capital Altnwmcn
Pumping Fawn:
Purcrnsn WastlvnAlf Treatment Chargers
Malaria! and suppiiu lnventnry
PfeplymaMs
Projedad Capital Expsnditura:
Ddafrod Deb615
Original Cult Rate Bass

1235,398
s 40864,988 s s :semen s s

{1,DB3837)
u_oa3,s3?). s

154 . ?51
3a_95a.20s

24
25
26



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule Gwa-5

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION

[5] [C]
STAFF

AS
ADJUSTED

LINE
no.

ACCT
MQ, Description
330.00 Dist Reservoirs & Slandplpe Plant

Dist Reservoirs & Standpipe Acc.Depreciation
311.20 Pump Equip Electric

Pump Equip Electric Acc Depreciation

[Al
COMPANY

AS
FILED

68,702
88,702

112,214
11z,z14

STAFF
ADJUSTMENTS

(68,702)
(68,702)

(112,214)
(112,214)

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-U13D3A~0B-0227
Test Year Ended December so, 2007

Schedule GWB-6

RATE BASE ADJUSTMENT #2 . W ORKING CAPITAL

[Al [5] lD] [E]

LINE
NO, DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST yE¢=\R

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAY s

715,B5S s 715,B59 8,590,308

593,068
235,982

(290)

*

s
s
s
s
$
s
s
s
s
s
s
s
s
s
s
s
s
s

923,778
184,827
130,911
21 ,2B3
45,435

123,742
21 ,467
B7,BBO

351 ,ala
578,292
268,996

67,972
22B,400

893,068
185,592

(290)
923,778
184,827
130.911

21 .2B3
4s,435

123.742
21 ,467
87,860

351 ,azov
124,831
267,428

67,972
390,566

1,242,767
5,579,025

12.00
86.87
32.42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.65
42.04

106.52
764.73

s
s
5 .

s
$
s
s
s
s
s
s
$
s
s
s
s
s
s

22,459,271
5,283,B04

(8,700)
(3,5B4,259)

(857,599)
5,B9D,998

638,490
2,044,575

923,115
(229,268)

2,635,800
1D,554,840
3,744,930

55,828,552
1,063,769

16,423,586
132,379.511
264,791,725

*

*

*

Labor
Purchased Water
Fuel 81 Power
Chemicals
Waste DiSposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than Income-Properly Taxes
Taxes Other Than lncomeOther
Income Taxes
interest
Total Operating Expenses 4,580.411

1.242.767
1 ,242,7G7

1
2
3
4
5
e
7
8
9

10
11
12
1 a
14
15
l a
17
18
19
zo
21
22
23
24
25
25
27
2B
29
t o
31
32
33
34
35
36

Expense Lag
Revenue Lag
Net Lag
Star! Adjusted Expenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Cd, (E) I Col [C]
Company Workpapers
Line 24 . 23
Line 20, Col 35
Line 25 * Line 281365 da;
CO Schedule B-5
To GWB-4

47.46
50.139
(2.68)

5,579,025
(40,923)
549.034

(589,957)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]:Expense Lags Used on Docket WS-01303A-os.a4oa, approved in Decision No. 70372
Column [E]: Column [C] • Cnlmnn [D]



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. ws-o12.osA-as-0227
Test Year Ended December 31 , 2007

Schedule GWB- 7

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY CIAC

[C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
zoos

[B]

ADVANCE
AMOUNT

s 1,458,672

CIAC
AMORTIZED

s 1 ,458,672 s

140,272
145,867
145,887
137,075
569,082

(D)
CIAC

REMAING
BALANCE
$1 ,458,672
1 ,318,400
1 ,172,533
1 ,o2e,ess

889,590
$ 889,590

555,402
s  233,188

LINE

m ;
1
2
3
4
5
6

7
8

DESCRIPTION
Beginning Balance Per Decision No. S7093
None
None
None
None
Per Staff
Company Proposed imputed Reg. CIAC
Staff Adjustment $

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 10 year recovery period per Dec
Column [D]: CIAC per Decision No. 67093, less amortization.

0.235

0

I



ARIZONA-AMERICAN WATER COMPANY 1 PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8

RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS

[A]
COMPANY

AS
FILED
1 ,238,398
1 ,z38,398

[5]

2007

LINE
no. DESCRIPTION

1 At December 31, 2007
6 s

STAFF
ADJUSTMENTS

(1 ,083,637)
S (1,083,637) $

[C]
STAFF

AS
ADJUSTED

154,761
2,322,036

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERlCAN WATER COMPANY - PARADISE VALLEY WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] IE]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJ USTE D

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 7,832,113
18,519

$ $ 7,832,113
16,619

$ 1,539,610 $ 9,471,723
16,619

1
2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues $ 7,848,732 $ s 7,848,732 s 1,639,510 s 8,488,342

715,859 $ 715,B59 $ $ 715,859

(51 ,390)
693,068
185,592

(290)
923,778
184,827
130,911

21 ,283

693,068
185,592

(290)
923,778
184,827
130,911

21 ,283
(45,435)

(453,461)
77.868
(1 ,5s7) 18,606

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
s
$
s
s
$
$
s
s
$
s
$
s
s
$
s
s
s
s

893,068
235,982

(290)
923,778
184.827
130,911

21 ,283
45,435

123,742
21,467
57,860

351 ,828
578,292

1 ,s15.824
26B,996
67,972

228,400 162,266

123,742
21 ,467
87,860

351 ,828
124,B31

1 ,s93,e91
267,428

67,972
390,666 625,690

123,742
21 ,457
87,880

351 ,828
124,831

1 ,S93,691
285,035

67,972
1 ,D1S,355

B
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

Total Operating Expenses
Operating Income (Loss) $

5,296,235
1 ,552,497 s

(311 ,720)
311 ,720 _s

5,984,514
1,854,218 $

644,296
995,314 $

6,628,810
2,859,532

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



ARIZONA-AM ERICAN WATER COM PANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Sched ule GTM-11

SUMMARY OF  OPERATING INCOME ADJUSTMENTS -  TEST  YEAR

CO M P ANY
AS F ILED

Tank Mains.
ADJ  # 1

Depreciation EXP-
ADJ #2

Chemicals  Exp
ADJ # 3

Proper ty Taxes Inc om e Taxes
ADJ # 5

STAFF
A DJ US T E DDESCRIPT iO N

$ 7,832,113
LB

7,832.113
16.619

z Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total  Operat ing  Revenues s  7 , 8 4 8 , 7 3 2 7.848.732

$ 715,B59 715.859

(51 ,390)
s 9 s n 6 a
185. 592

(290)

(453,461)

(1 v557)

6
7  L a b o r
B Purchased  Water
9 F uel &  Power

10  Chem ic a ls
11 Waste Disposal
12 Manag ement  F ees
13 Group Insurance
14 Pens ions
15  Reg u la t o r y E xpense
16 insurance O ther Than G roup
1 7 Customer Accounting
LB Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depredation & Amortization
23 General Taxes-Proper ty Taxes
24 General Taxes~Other
25 Income Taxes
26
2 7

593.068
236.982

(290)
923.778
1B4.B27
130.911

21 .2B3
45.435

123.742
21 .467
87.860

351 .828
578.292

1.615.824
268.996

67.972
228.400 162.256

923.778
1B4.827
130.911

21.283
45. 435

123.742
21.467
87.860

351.828
124.831
593.691
267.428

67
390.668

3 9

$ (51,390)
51

s
s

(1,587) s  162 . 266 G.029.949
818.783

42 Total  Operat ing  Expenses
43 Operat ing  Income (Loss)

s
s

6,296,235
1 .552,497

s
s

(453,461)
4 53,451

77.BSB
(77,868) s



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

IAN
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 578,292 $ (453,461) $ 124,831

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

70,856
124,255
179,382
374,493

3
124,831

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARizonA-Anlerzlcan WATEN COMPANY 1. PMRADISE VALLEY WATER
Dock! Ha. ws-a1 ao:A41l-azz?
Tut Year Ended Dream bar 31, :oar

Schedde GTM-13

o p Et lA'n n s  ADJ UST M ENT  # 2 -  DEPRECIAT ION EXPENSE

PL ANT
l<=1

DEPRECIAT ION
a < P E N S E

U N E
M Q .

Ac c T .
n o DESCRI PT I ON

W

BAuwce

Acc Dec No. 68858
15]

DEPRECIAT IDN
B A E

15,350

1n,520

a ,3z4

1s,91s_1e5
o

3,003,090
23,164

5 ,132

0.00%
0.00%
0.00%
0.00%
0.06%
0.00%
0.00%
2.50%
1.99%
2.00%
1.50%
3.98%
0,00%
3.99%
3.99%

424,494
g

eo,os2
3 5 5
2 2 9

: p a s
(5,533)

121
(344)

1,519,915
ss4 .sa1

3,487,501
190

1 4 8 %
4.39%
4.39%
4.39%

37.694
24,a4a

153,114
a

9,826,155
14,055

2.115,946
2,195,291

114,959
5,045,296
9,132,411

14,osa
2,724,758

3501570
148,304

1,054,122

7.96%
2.60%
3.15%
2.52%
4.17%
152%
2.34%
100%
4.72%
2,51 'A
\:51v.
Z10%

693,727
w

ss,ss2
so,as1
4,194

127,167
213,599

251
1ze,sa9

u,ao7
2,239

22,141

1 p 4 w T w SERVICE;
2 391009 Org a l i z l l i o n
3 302000 Franehkes
4 339600 M isce lanuum lnmlgml¢ ;
5 303200 L a n d  a  L in d  Ra w s  SS
s 303300 Land & Land Rl9I1¢I P
7 303500 L ind  L  Land  Rives  TD
a 303500 Land a Land Rlgrm AG
9 :m410o Stu d  a .  Imp  SS

l a 304200 s u m  L  Im p  P
1 1 304300 s u m  &  I m p  w r
1 2 304400 St u d  a  Imp  T D
1 3 304500 Shad In  Imp AG
1 4 3-04600 Should a Imp Offices
1 5 304700 Shl ld  8  Imp Storm, Sh ip ,  Gar
1 8 304800 s u m  n  I m p  m m
1 7 3 0 5 0 0 0  Cu b i c !  L  l mp a u n d n g
18 3 0 7 0 0 0  W i t s  &  Sp d n g s
1 9 a m m o Pawn: Genaatiun EQUFP Olhaf
2 0 311200 Pl5mlf Equip Electric
2 1 311300 P u m p  a w  D i e d
8 311500 Plnnp Equip Other
23 320100 WT Equip Nan-Media
24 : n s o n o Sv w t x f  M a n
2 5 330000 DM  Resew u i t  a  Slandp ipo
2 6 3 :1  om T D M u m Nu :  Cl i i s l l i e d  w  Slz c
2 7 331100 TD M a in  oh  a  Less
CB 331200 TD Mains 610 Q° sin
2 9 3 3 1 3 0 0  T e n = l ~  1 0 i \ ! 0 1 B i n
1 0 332000 Fro Mains
a l : u a o o o $ e M c u s
o z 3341 ea M e t e r
BE 334200 Meter 1nsz1uau01n
34 335000 a d - w b
a s 339100 O0\bur PE W1/=f1Qi*>!°
a s : a s s o c C U M  P E  T D
3 7 340100 o n 1 0 a  F u m b l e  L  s o
3 8 340200 Comp & Psl inh Equip
3 9 340300 Computer Software
4 0 3 4 0 5 W e m s  o n i Ew i p me r n
41 341100 T ¢ » n » s q u p u n u v ~/T r k s
4 2 341300 T r a m  E t  A m e
4 : 341400 Trans Equiv  Olhd
44 : 4 a u a o  T w o » , s h u ¢ , G n g ¢  w w w
4 5 :4 4 0 c 0 L a b u m u y  s q u p m u n
i s 345000 PUWBY Opurind Equipmuvi
4 7 346100 Comm Equip Nun~Tekphun»
4 8 346300 Comm Equa l  Olav

51,812
35.292
14,711

s14
(0)

1.541
21_sa5

111_115
17,620
ss,1a1

:amass
sa_a41

4.04%
10.00%
25.00%

7.13%
2z.aev.

7.80%
0.91%
151 *

10.W%
4.64%
9.75%
4.93%

2,37s
3,829
3,s7a

i s
(0)

21s
so

4,011
1,1s2
4,4eo

37.760
1901

: 4 , 4 o s
1,77a

5.82%
10.30%

1,121
baa

1,uza 0.00%304820 Stud a  Imp Lnsshuld
331 om M u l l
:4o1oo a m u  F m \ n n  A  Eq u i p
:nnzoo Ca mp  A p =- in n  Era
340300 Camper  Safhuare
340300 Cn mp M sr  So l lwin Oi iwr
343000 T a a h , Sh n y , G\ n 9 a  E4 4
: me mo Comm Equip Nun-T¢4lpamn¢
345300 C o m m  E 4 4  O t h !

34,501
14,1 as
551697

1 ,4 4 1
1,190
s , 7 s 1

152

4 .04%
10.09%
25.98%
z5.coss

a.e1 as
9 .76%
4.93%

1.4ae
1,415

13,924
262
4 3

5 5 2
1

49
so
sv :cocoa Pr °n ¢ v \ v  Hu e  L u  F m"  Ur
5 2 AFUDC D¢b\
5 3
so
5 5
a s
5 7
so
5 9
so
6 1
s z
UP
s o  P u ¢ W p \ u m
a s
a s
5 7
s o
a s

391000
: m o o

R » ¢ i l n g w = 1 ¢ 1 z b y o ¢ 2 a o a
W: ' l l &Sp l i l \ g l
Pumv E4ip  Bee\ l ie

1,251,150
a n . 2 s o

0.00%
4.39% 29,731

70
71
12
73
14
75
7s
77
i s
79

Remus of  E:ds&\g  Wd 812
:mloao W a s  a  S p l h g
311200 Pump Equip Elentc

( 1 0 9 2 9 4 )
lso.c1sl

1.44%
4.29%

(2.71 U)
am)

104520
:o41oo
am coo
aosoco
311200
: 1 1 s t

K W

Rth lb i la le  Wa t  # 1 1
Stud L lrnp Lnsehcld
saws a. Imp Stare, shop. Gar
Wall a. Spli lgs
s u w v  m u n
Pump Equip Elechie
Pump Equip Olhsr
M aier :

Asa
1,aoo

1ss.390
a,4so

ea,zoa
19,500

5.s90

3 .99%
2.41%
z.oov.
4 .29%
4.39%
2.51%

5 2
4,201

165
: , s 5 2

a s s
14o

3070410
311300

Removal al Exisdwlg Wei #17
Wells L Spvingi
Pump EMP Diesel

(183,849)
(191)

1 4 8 %
4.39%

(4,058)
a l )

Toial Ne\ Pos1TY Ni l , 1 SS2 6 7

Total Plant in Se r v i c e 81,407,532 2,139_541

a m WT
339600
aoasoo

Lau Nan Deplredabh Ham
Organiznlkm
Miscdlneuus Intangible:
Land a Land Rights TB

1 s , : s o
10,520

a,az4

D.00%
0.00%
0.00%

s s1 .a1 : ,3aa s 2,139,541
3.49%

s 12,789,338 s
s

to
a l
oz
so
as
as
as
a l
a s
a s
90
91
so
93
94
as
a s
97
pa
99
100
101
doz
1 0 3
194

Ne! Depreciable Plan! and Depredation Amnmh
Compuiie Depredavian Rita
Less
Amcltizilian of RagulnUwy cIAo at SeNiemesn Rat:
Amallizatinn of CIAC at Gnmposits Rate
Sla ff Recommended Depredadun Expense
Company Proposed Depreciation Expense
Sta!! Adjuslmeni s

445.550
1,591,691
1.615.824

71,ssa

C o l A
C A B
CUI C

3 5 1 4 4 ;
Schedule GWB-4
Proposed Rates per Siafl EngM1ee¢i1lg Report lot Nun Alacalad Plank
CDI IAI6mes Cd 181 I

. .

pa



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTm-14

OPERATING INCOME ADJUSTMENT #3 _ CHEMICALS EXPENSE

LINE
n o . DESCRIPTION

[B]
STAFF

ADJUSTMENTS

1 Chemicals

[A]
COMPANY
PROPOSED

$ 236,982 $ (51 ,390)

[C]
STAFF

RECOMMENDED

$ 185,592

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-15

OPERATING ADJUSTMENT #4 PROPERTY TAX EXPENSE

[A] [B]

$ 7,848,732
2

15,697,464
7,848,732

23,546,196
3

7,848,732
2

15,697,464
13,454

$ 7,848,732
2

15,697,464
9,488,342

25,185,806
3

8,395,259
2

16,790,537
13,454

16,803,991
23.0%

3,864,918
7.40%

$
$
$

15,710,918
23.0%

3,613,511
7.40%

267,428
268,996

(1,587)

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP .. 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 " Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
s

286,035
267,428
18,606

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

18,606
1,639,610
1.13479%

REFERENCES; 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Lines



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Sc hedu le  GT M -16

O P E R A T I N G  I N C O M E A D J U S T M E N T # 5  -  I N C O M E  T A X E S

LINE A C C T S T A F F
A D J U S T M E N T S

S T A F F
R E C O M M E N D E DD E S C R I P T I O N

C O M P A N Y
P R O P O S E D

I nc om e Taxes $ 228, 400 $ 162 . 266 390.656

R ef erenc es
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

DIRECT TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 _ WORKING CAPITAL .
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 .. DEFERRED DEBITS
g NOT USED

10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB-1

REVENUE REQUIREMENT

COMPANY
ORIGI NAL

COMPANY STAFF
ORIGINAL

STAFF

DESCRIPTION VALUE VALUE

$ 37.901;086 $ 37.901 .086 37_254_959 $ 37,264.959

$ 587.425 $ 587.425 657.733 567.733

1 Adjusted Rate Base

2 Adjusted Operating lnoome (Loss)

3 Current Rate of Return (L2 I LI) 1.79%

4 Required Rate of Recur 7.34%

$ 3,183,691 $ 3,183,691 2.735.248 $ 2.735.2485 Required Operating Income (L4 * LI)

6 Operating Income Deficiency (L5 - L2)

7 Gross ReVenue Conversion Factor

$ 2,596,265 $ 2.596.266 2.067.515 $ 2_067.515

1.6471 1.5471 1.5450 1.6460

8 Required Revenue Increase (L7 " LE) $ 4,276,301 $ 4.276.301

9 Adjusted Test Year Revenue $ 5.701.431 $ 5,701,431 5.701.431 5.701.431

$ 9,977,732 $ 9,977,732 9.104.518 9.104.518

75.00% 75.00% 59.69% 59.69%

10 Proposed Annual Revenue (L8 + LE)

11 Required Increase in Revenue (%)

12 Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff Recommended
SCW Water

s
s
s

9,104,518
5,397,089
1,188,752

s 2,518,878
E.9S8D%

s s

s
s
s
s
s
s
s
s

175,501
2.343.176

7.500
s,25o
a.soo

91.650
682,780
796.sao

s
s
s
s
s
s
s

s
s
s
s
S
s
s

s 972,181 s s

Test Year
SCW Waler

s
s
s

5,701,431
5,361,225
1,188,752

s s s (848,550)
s.9eeo%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(59,127)
(789,423)

(7,500)
(6,250)
(B,50D)

(91 ,650)
(154,504)
(268,404)

s
s
s
s
s
s
s
s

s s s (327,531 )

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Endeni December 31, 2067

Schedule GWB-2

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (D) [E] tF1LINE
no . DESCRIPTION

1
2
3
4
5
5

Calculalnbn of Gross Revenue Conversion Factor
Revenue
Uncollectible Fader (Line 11)
Revenues (L1 - LE)
Combined Federal and State income Tax and Property TaxRate (Line 23)
Subtotal (Ls . L4)
Revenue Converslon Factor (LI lL)

1DD.000D%
0.0GOO%

100.0000%
39.2459%
50.7541%
1.645980

100.0coo%
38.598991
B1.4011 %

D.0000%

7
8
9

10
11

Calculation of UncolledfibleFactor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - La )
Unoo\lec1ible Rate
Uncollectible Factor (LE U L10 ) 0.000Q%

10D.0G00%
S seaov.

9:L0320%
34.0000%
31 .G309%

Calculation of Effective Tax Rafe:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income TaxRate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal IncomeTax Rate (Line44)
16 Effective Federal Income TaxRate(L14 x L15)
17 Combined Federal andState IncomeTax Rate (L13 +L16) 38.5989%

1oo.uooav.
3s.5989%
61 .4011%

1.os3a%
0.5470%

Calculation of Enecnve Pmoerrv Tax Factor
l a  Uni ty
19 CombinedFederal and State Income TaxRate (L17)
20 One Minus Combined Income Tax Rate (L1 B-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective Properly Tax Factor (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17*L22) 39.2459%

s
s

2,735,248
6671733

24 Required Operating Income (Schedwe GWB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Schedule GWB-10, Line 29)
26 Required Increase in Opara!ing Income (L24 - L25) s 2,067,515

s
s (327,531)

27
CB
29

Income Taxes on RecommendedRevenue (Cd (F), L52)
Income Taxes on Tag! Year Revenue (COL (C), L52)
RequiredIncrease inRevenue to Provide for Income Taxes (L27 . L28) s 327,531

s 9, 104_51 a
0.0C00%

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Uncollectible Rate (Lina 10)
oz Uncollectible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Veer Uncollectible Expense
34 Required Increase in Revenue to Provide for Unmllectible Exp. s

35
35
37

Property Tax wilh Recommended Revenue (GTM-15, zo)
Property Tax on Test Year Revenue (GTM~15, Col A, L1S)
Increase in property Tax Duo to Increase in Revenue (L35-L36)

s
s

218,314
180.453

CB Total Required Increase in Revenue 025 + L29 + L37)

s

.5

35.861

2,430,905

lA\ ram (C\ :ox [EI IF]

Qalculaobn of Income Tax:
39 Revenue (Sch GWB-1, Cd. [C] L9 & lo)
48 Operating Expenses Exdudlng income Taxes
41 Synchronized Interest (L56)
42 Arizona Taxable Income (L39 . L40 . L41)
pa Arizona Slate Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L43 - L44)
48 Federal Tax on First Income Bracket (S1 - 850.060) @ 15%
47 Federal Tax on Second Income Bracket ($50.001 - $75,QOO) @25%
48 Federal Tax on Third Income Bracket (575,001 . s1oo,ooo) @34%
49 Federal Tax on Fourth income Bracket ($10D_D01 - saa5,ooo) @39%
50 Federal Tax on Fi11h Income Bracket ($335_OD1 ~$10,000,D00) @34%
51 Total Federal Income Tax
52 Combined Federal and Stale Income Tax (L44 + L51 )

I
53 Anulicable Tax Rate
54
55

34,00DD%

56
57
58

Calculation of Interest Svnchmnizalfbn:
Rate Base (Schedule GWB~3, Col. (C). Line 18)
Weighted Average Cos! of Debt
Synchronized Interest (L45 x L46)

I Sun City West |
s 37,264,959

3_1300%
11B8,752



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WE5T.WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
n o .

<A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

5 $ 70,000
70,000

$1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

48,893,385
10,514,488
38,378,897 $ $

48,963,385
10,584,488
38,378,897

LESS.'

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 20,548
1 ,057

19,491

$ $ 20,548
1 ,057

19,491

7 Advances in Aid of Construction (AIAC) 1,175,373 1,t75,373

8 Imputed Reg AIAC 1 ,006,408 1 ,006,408

9 Imputed Reg CIAC 392,368 392,368

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(1 ,326,577)
1 ,225

(1 ,326,577)
1 ,225

11 Cash Working Capital 480,140 (522,003) (41 ,863)

24,906 24,906

56,510 56,510
##

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 . Deferred Debits (777,486) 892,284 114,798

16 PurchaseWastewater Treatment Charges

17 Driginal Cost Rate Base $ 37,901,086 $ (636,127) $ 37,264,959

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-4

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

DESCRIPTION
COMPANY
As FILED ADJ #1 ADJ #3 ADJ #5

[F]
STAFF

ADJUSTED

PLANT IN SERVICE

11.651

7.620.981
24 .521

7.620.981
224.821

16.828 18.82B

2.587.380 2.557.380

5.105.926 5,105.926

169.696 169.695
6.346.503

B3D063
13.055.02013.055.020

409.389
252.598

409.389
252.698

7.342.742
1.756.083

141.291
1.835.580

7.342.742
1.758083

147.291
t.aa5.s80

20.787 207B7

225.177 225.177
21.027

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303500 Land & Land Rights TD
303600 Land 8 Land Rights AG
304100 Struck a Imp SS
304200 Strict & Imp P
304300 Struck s. Imp WT
304400 Struct & Imp TD
304600 Struck a Imp Of ii
304800 Struck & Imp Misc
305000 Collect a Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media
330000 Dist Reservoirs e. Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min a Less
331200 TD Mains Sin to Bin
331300 TD Mains 10in to 16in
332000 Fire Mains
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Oihbef P/E Intangible
339500 Other PIE TD
340100 Ofiioe Furniture 8. Equip
340200 Comp & Perish Equip
341100 Trans Equip LI Duty Tris
341200 Trans Equip Hvy Duty Tris
342000 Stores Equipment
343000 Tools,Shop,Garage Equip
344000 Labaiatory Equipment
M5000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

151.885
163.135

161.885
163135

113.033 113.033
45.973

180.903

304620 Sired s. Imp Leasahdd
331001 Mains
340100 OfUcs Furniture & Equip
340200 Comp 81 Feriph Equip
340300 Computer Software
340300 Computer Software-Other
343000 Tools,Shop,Garage Equip
346100 Comm Equip Nan-Telephone
346300 Comm Equip Other

15.698 18.658

Total Plant In Service 48.893385 48.963.:4a5

Accumulated Depreciation
Net Plant in Service (L58 . L 59)

10.514.4BB
s 38,378,897

10.5a4.4aa
3a.378.897

20,548

19.491
1.175.373

1.008.408

19,491
1.175.373
1.006.408

392.358
(1_326,577)

Contributions in Aid of Construction (CIAC)
Less: Acaimulated Amortization

Net circ (LS3 . L64)
Advances in Aid of Construction (AIAC)
Imputed Reg Advances
Imputed Reg CIAC
Deferred Income Tax Credits (Debits)
Customer Meier Deposits

(1,325,577)

13
480.140 (522,003) (41,863)

LB 24.906

Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base

(777,485)
s 37.901_0B5 $ (522,003) s

892.2B4
892.284 $

114.798
37,264,959

23

24



ARIZONA-AMER!CAN WATER COMPANY- SUN CITY WEST WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31. 2007

Schedule GWB-5

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION, AND AIAC

COMPANY
AS

FILED

STAFF

Description
330.00 Dist Reservoirs & Standpipe Plant

Dist Reservoirs a Standpipe Acc.Depreciation

STAFF
ADJUSTMENTS

70.000
70.00c

ADJUSTED
70

References
Column [A]: Amounts included in plant balances per tiling
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . SUN c:Ty WEST WATER
n0cx¢i No. ws-o1so3A-oa-o2z1
Test Year Ended December 31, 2067

Schedule GWB-G

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

[A] [B] [D] [E l

LINE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YE°\R
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAYS

s

*

s
s
s
s
s
s
s
s
s
s
s
s
$
s
s
s
s
s

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,899
33,302
58,622

133,476
14,331
57,226

232,408
247,328
179,B95

55,832
(324,059)

703,217
(2,690)

830,074
227,889

4,391
999,903
191 .120
137,699
3a,ao2
58,622

183.476
14,331
57,226

232.408
65,577

180,453
65,832

(327,531)
1.188,752
4,794,551

12.00
86.87
32.42
28.47
30.00
( a l a )
(4.54)
45.00
30.00
45.00

7.45
(10.68)
30.00
a0.oo
30.00

212.50
15.55
42.04

106.52
764.73

s
s
s
s
s
s
$
s
s
s
s
s
s
s
s
s
s
s

B,438,G09
(233,582)

26,910,992
6,485,013

131,730
(3,879,624)

(886,797)
6,196,439
1,014,060
2,637,990

995,731
(153,055)

1,718,780
6,972,229
1,967,310

3B,346,249
1,030,267

(13,769,389)
126,625,883
210,549,735

Labor
Purchased Water
Fud & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than Income-Property Taxes
Taxes Other Than income-Other
Income Taxes
Interest
Total Operating Expenses 3,790,455

(3,472)
1,188,752
1,185,281

1
2
3
4
5
s
7
8
9
10
11
12
13
14
15
l a
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
38
34
35
36

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash working Capital
Company As Field
Staff Adjustment

Line 21 , Cd. (E) I Cd [C]
Curnpany Wotnpapers
Line 24 . 23
Line 20, Col 35
Line 25 0 Line 26/365 d35
Co Schedule B-5
To GWB-4

43.91
47.10
(3.19)

4,794,551
(41 ,8G3)
480.140

(522,003)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments lo expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-DG-0403, approved in Decision No. 70372
Column [E]: Column [C] • Column [D]



ARIZONA-AMERICAN WATER COMPANY _ SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7

RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC

[B] IC]

CIAC
AMORTIZED

[A]
YEAR

c>F
ADVANCE

2001
2002
2003
2004
2005
2006
2007

ADVANCE
,¢=mounT

s 12,151,160 $

$ 12,151,160

1 ,797,7D6
1 ,869,409
1 ,869,409
1 ,869,409
1 ,869,409
1 ,869,409

s 11 ,144,752 $

(D)
CIAo

REMAING
BALANCE

12,151,160
10,353,454

8,484,045
5,514,636
4,745,226
2,875,817
1,006,408
1,006,408

LINE
M L DESCRIPTION

1 Beginning Balance Per Decision No. G7D93
2 None
3 None
4 None
s
6
7
8
g
10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment s $ 1,006,408

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[A]
COMPANY

AS
FILED

[B]

2007

LINE
NO. DESCRIPTION

1 At December 31, 2007
6 s

(777,486)
(777,48s)_ _$

STAFF
ADJUSTMENTS

892,284
892,284

[Cl
STAFF

AS
ADJUSTED

114,798
s (1 ,669,770)

REFERENCES:
Columns [A}: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER

Docket No. WS-01303A-GB~D227
Test Year Ended December 31, 2007

Schedule GWB-10

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

STAFF
TEST YEAR

AS
ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 5,661 ,030
40.401

$ 5,661,030 3.403.087 9064.117
40.401

2
3
4
5

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues $ 5,701,431 $ 5,701,431 104.518

s
$

703,217
(2,890)

830.074
227,889

703.217
(2,690)

830.074
227.889

703.217
(2,590)

830.074
227.889s

$
$
$
s
$

999,903
191.120
137,699

33.802

999.903
191 .120
137.699

33

999.903
191 .120
137.599
33.802

(58,622)

133,475
14.331

133.478
14.331

133.476
14
57.226

232.408232.408

(181 ,751)
162.980 1 .486.521

35.861
1.486.521

216.314
65

972.181

Operating Expenses
Labor
Purchased Water
Fuel s. Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Oliice Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
$
$
$
$
s
$
s
$

232,408
247,328

1 .32a,s41
179,896

65.832
(324,059) (3,472)

65
(327,531) 1.299.712

6
7
8
9
10
11
12
13
14
15
16
17
l a
19
20
21
22
23
24
25
28
27
28
29

Total Operating Expenses
Operating Income (Loss) $

5.114.006
587,425

(80,308)
80.308 s

5.033.698
es7,733

1.335.573
2.067.514

6.369.271
2.735.248

References
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



ADJ #
1 Management Fees
2 Depreciation Expense
3 Property Taxes
4 Income Taxes

References:
GTM 12
GTM 13
GTM 14
GTM 2

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket no. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
no. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation EXP-

ADJ #2

[D]
Property Taxes

ADJ #3

tEl
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 5,661,030
40v401

$ $ $ $ 5,661 ,030
40,401

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 5,701,431 $ $ $ $

$
$
$
$ 5,701,431

$ $ $ $

(181,751)
162,980

557

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Qflice Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 income Taxes
26
27
28
29
30
31
32
33
34
35
36
38
39
40
41

703,217
(2,590)

830,074
227,889

4,391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,228

232,408
247,328

1 ,323 ,541
179,B96
65,B32

(324,059) (3,472)

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,599

33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,485,521
180,453
65,832

(327,531)

42 Total Operating Expenses
43 Operating Income (Loss)

$ 5,114,006
587,425

$
$

(181,751)
181,751-

$
$

162,980
(162,980)

$
$

557
(557)

$
s

(3,472)
3,472

$
$

5,092,320
609,111



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 . 2007

Schedule GTM-12

OP E RA TI NG I NCOME  A DJ US TME NT # 1  -  MA I NTE NA NCE  A CCRUA L

DESCRIPTION
COM P A NY
P RO P O S E D

S T A F F
A DJ US T M E NT S

S T A F F
R E C O M M E N D E D

Maintenance Expense $ 247,328 $ (181,751) s 65.577

Repai r and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

37 . 609
48

110.302
196.731



ARIZONA-AMERICAN WATER COMPANY . SUN cry WEST WATER
Docket No. WS-01303A-0B~0227
Test Year Ended December 31. 2007

Schedule GTM-1 s

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE
ACC Dec. No. SB310

DEPRECIATION DEPRECIATION
EXPENSE

LINE
NO

ACCT
N O DESCRIPTION BALANCE

20.086

11.651
44.957

0.00%
0.00%
0.00%

7.620.981
224.821

2.50%
1.67%

190.525

16.828

2.587.380

4.63%
0.00%
0.00%
2.52%
4.42%

65.202

5.105.926 225.BB2
4.42%

159.696
6.346.603

830.063
13.055.020

448.070
13.852

199.742
9

409.389
252.698

7.06%
157%

y,
1.53%
1.53%
153%
1.53%
2.48% 182.1007.342.742

1.756.083
147.291

1 .835.580 2.00%
0.00%

36.714

20.787
46.715

225.177
2 1

4.59%
10.00%
25.00%
15.00%
3.91 %
4.02%

56.294

1
2
3
4
5
6
7
8
9

1 0
11
Hz
13
14
15
i s
17
l a
19
20
2 1
22
23
24
25
26
27
CB
2 9
3 0
31
32
33
34
a s
a s
3 7
38
3 9
40
41
42
43

PLANT IN
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SERVICE
Organizat ion
Franchises
Land & Land Rights SS
Land & Land Rights P
Land s. Land Rights TD
Land 8- Land Rights AG
St rut  &  Imp SS
Struck & Imp P
St rut  8-  Imp WT
Strut  8-  Imp TD
Struct 8- Imp om
Struck s. Imp Misc
Collect 8- Impounding
Wells & Springs
Power Generat ion Equip Other
Pump Equip Eled r ie
Pump Equip Diesel
Pump Equip Other
VV'I' Equip Non-Media
Dist Reservoirs 8- Standpipe
TD Mains Not Classif ied by Size
TD Mains min a. Less
TD Mains min to Bin
TD Mains win to vein
Fire Mains
Services
Meters
Meter Installat ions
Hydrants
Othber PIE intang ible
Other PIE TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,$hop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

161 .885
163.135

5.02%
10.30% 1s.a03

22.82B

113.033
45.973

180.903 45.226

304620
331001
340100
340200
340300
340300
343090
346100
346300

18.598

10.00%
25.00%
25.00%

4.02%
10.30%

4.93%

45
46
47
48
49
50
51
52
53
54

Strict s. Imp Leasehold
Mains
Office Furniture 8. Equip
Comp & Periph Equip
Computer Software
Computer Software-Other
Tools,Shop,Gamge Equip
Comm Equip Non-Telephone
Comm Equip Other
Total Plant In Service 48.963.3B5 1 _5B4.345

301000
302000
303200
303300
304620

20.086 0.00%
0.00%
0.00%

58
59
60
61
62
63

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land a. Land Rights P
S t r u t s. Imp Leasehold
Net Depreciable Plant and Depreciation Amounts
Composite Depreciat ion Rate

$

44.957
22.828

48,862,517 s 1 _5B4_345

8 6 97.155
20.548 s

s 1.486.521
1323. 541

Amortization of Regulatory CIAC at Setliement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciat ion Expense
Company Proposed Depreciat ion Expense
Staff  Adjustment s

References
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col [A] t imes Col [B]



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

(Al IB]

$ 5,701,431
2

11,402,862
5,701,431

17,104,293
3

5,701,431
2

11,402,862
13,454

$ 5,701,431
2

11 ,402,862
9,104,518

20,507,380
3

6,835,793
2

13,671,587
13,454

11,415,316
0.23

2,625,753
5.87%

180,453
179,896

557

13,685,041
0.230

3,147,559
6.87%

$
$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 " Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 18)
Increase in Property Tax Due to Increase in Revenue Requirement

$
s
$

216,314
180,453
35,861

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

35,861
3,403,087
1.05377%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line 8

4



ARIZONA-AMERICAN WATER COMPANY . SUN cry WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-15

OPERATING INCOME ADJUSTMENT #4 - INCOME TAXES

LINE ACCT
n o . n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Income Taxes $ (324,059) $ (3,472) $ (327,531 )

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A--8-0227
Test Year Ended December 31, 2007

DIRECT TESTIMONY OF GERALD BECKER
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12 OPERATING INCOME ADJUSTMENT #1 .. DEPRECIATION EXPENSE
13 OPERATING INCOME ADJUSTMENT #2 1 PROPERTY TAX EXPENSE
14 OPERATING INCOME ADJUSTMENT # - INCOME TAX EXPENSE



s 199,881

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2oo1

Schedule GWB-1

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 l LI )

s

$

1 ,527,454

(38,553)

-2.52%

$

$

1,527,454

(38,553)

-2.52%

$

$

1,240,813

(49,701)

-4.01 %

7.34%

$

$

1,240,B13

(49,701)

-4.01 %

4 8.40% 8.40% 7.34%

5 $

$

$

$6

$

$

128,305

156,859

1 .5674

$

$

128,306

166,859

1 .6674

91,076

140,777

1.41987

Required Rate of Return

Required Operating Income (L4 * LI )

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Favor

8 $ 278,209 $ 278,209 [s

9 $ $

$

$

$10

s

$

425,900

705,109

55.17%

$

426,900

705,109

65.17%

426,900

626,781

46.82%

91,076

140,777

1.4198

199,881 I

426,900

626,781

46.82%11

12

Required Revenue Increase (L7 ' LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (L8 + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Test Year
Tubac Tubae Tubae

Only
s
s
s

425,900
515,130

39,582
s

se6809s
s

6.9G80%
s (127,812)

s.9680%
s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(8_906)
(11B,905)

(7-500)
(6,250)
(4500)
(7,373)

(29,623

s
s
s
s
s
s
s
s

s s 138,529)s

StaffRecommended
Tubac

Combined
Tubae
Only

Tubae
only

s2s,7so
519,024

39,582

s
s
s

626,760
519,025

39,582

s
s
s
s aa,154

5_96B0%
s sa,154

6.968D%
4,749

63,405
7_5oc
a,351

s
s
s
s
s
s
s
s 10.851

15,600.s.. s 15,600

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-D8-0227
Test Year Ended December31, 2D07

scheduleGWB-2

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (D) [E] [F]LINE
L O DESCRIPTICN

1
2
3
4
5
s

Calculation of Gross Revenue Conversion Factor
Revenue
Uncoliecible Factor (Line 11)
Revenues (L1 - LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (Ls - LE)
Revenue ConversionFactor (L1 I LE)

100_g000%
0.0GOO%

100.0000%
29.5699%
70.4w1%
1.419848

7
8
9

10
11

100.0000%
27.5219%
72.3781%

0.0000%

Calculation of Urlcolleenrible Factor?
Unity
combinedFederaland State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (LE . LB )
Uncollectible Rate
Uncollectible Factor (Ls¢L10 ) D_0000%

100.0000%
6.9680%

93.0320%
22.2009%
2D.5539%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 44)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State leone Tax Rate (L13 +L1B) 27.6219%

0.019480227

100.0000%
27.5219%
72.3781 v.

3.1100%

Calculation of Elective proaenv Tax Fader
la Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (GTM-14, L24)
22 Eflecdve Property Tax Fader (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

1.9480%
29.569994

s
s

91,076
(49,701 )

24 RequiredOperating Income (Schedule GWB-1, Line 5)
25 AdjustedTest Year OperatingIncome (Loss) (Schedule GWB-10, Line 29)
pa Required Increase in Operating Income(L24 . L25) s 140,777

s
s

1s,soo
(38529)

27 Income Taxes on Recommended Revenue (Col. (F), L52)
28 Income Taxes on Test Year Revenue (Col, (C), L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 L28) s 54,1ao

s 626,781
0.000094

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 Ul\collec!ible Rate (Lina 10)
32 Uncollectible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Pluvide for Uncollectible Exp. s

35 Property Tax with Recommended Revenue (GTM-15, 20)
36 Property Tax on Test Year Revenue (GTM-15, Col A, L1 S)
37 lnaease in Property Tax Due to Increase in Revenue (Las-Las)

s
s

29,235
25,341

38 Total Required Increase IN Revenue (L26 +L29 + L37)

s

s

:s,a94

198,800

:Am f ax fem lD\ [El rF

S
s
s
s
s
s
s
s

4,749
s3,4os

7.soo
3,351

39
to
41
42
43
44
45
46
47
48
49
so
51
52

Calculation of Income Tax:
Revenue (Sch GWB~1. Cd. [C] LE & 10)
Operaljng Expenses Exdudlng Income Taxes
Synclvonized Interest (L56)
Arizona Taxable Income (L39 - L40 . L41 )
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (Lea - L44)
Federal Tax on First Income Bracket (51 - 850.000) @ 15%
Federal Tax on Second Income Bracket ($50,DD1 - $75,GGO) @25%
Federal Tax on Third Income Bracket ($75.0D1 . $10D.0GO) @34%
Federal Tax on Fourth Income Bl'8d(BI (s100,001 . $335,G00) @ 39%
Feaaal Tax on Fifth Income Bracket ($335,001 ~$10.000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51 )

I .
Effective Tax Rate .

10.851 I

22.2009v.53
54
55

#DIV/0l
22.2009%

v Calculation of lnteresl Svnchmnization:
56 Rate Base (Schedule GWB-3, Cd. (C), Line la)
57 Weighted Average Cost of Debt
58 Synchronized Interest (L45 X L4S)

I
s
s

Tubae
Combined

14,382,161
3.19D0%
458,791

|
Is
s

Tubae |
13,141,349 s

3.1900%
419,209 s

Tubae I
1,240,813

3.1900%
39,582

Calculation oIRare BasePercentages
59 (Col. [B], L 57)
so (Cd. [C), L57)
so Totals

s

s

Rate Base
13,141,349

1,240,313
14_382.1S1

Percent
91.37%
B.63%

10G.0D%



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No.WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB=3

RATE BASE - ORIGINAL COST

(B)

LINE
n o .

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

(C)
STAFF

AS
ADJUSTED

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

3,423,384
939,364

2,484,020 $ $

3,423,384
939,364

2,484,020

LESS.-

4
5
6

Contributions in Aid of Construction (CIAO)
Less: Accumulated Amoltization

Net ciAo

$ 195
17

178

$ $ 195
17

178

7 Advances in Aid of Construction (AIAC) 1,042,125 1,042,125

8 Imputed Reg AIAC 233,188 233,188

9 imputed Reg CIAC 58,023 58,023

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.'

(46,088)
540

(46,088)
540

11 CashWorking Capital 40,665 (2,332) 38,334

1 ,598 1 ,59812 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits

1 ,445 .1 ,445

54,503 (51,122) 3,381

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 1 ,527,454 $ (286,641) $ 1 ,240,813

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)

nu



Working Capital
imputed Reg AIAC
Deferred Debits

ADJ #
1
2
3

References:
Schedule GWB-5
Schedule GWB-5
Schedule GWB-7

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-D1303A~0B~0227
Test Year Ended December 31, 2007

Schedule GWB-4

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

LINE ACCT.
no. DESCRIPTION

(Al
COMPANY
AS FILED

[Bl

ADJ #1

[Cl

ADJ #2

[DI

ADJ #3

IFS
STAFF

ADJUSTED

PLANTIN SERVICE:
1
2
3
4
5

5 6 7
2 ,030

20,414
5 0
5 0

422
2 ,755

25 ,292
14 ,508

s
5 5 7

2.030
20,414

5 0
5 0

422
2 , 7 s s

25 ,292
14 ,508

5
7
8
9

1 0 15s
498

156
49a

11
12

23B,951
4,832

2s1 ,109
B79

403,B24
55,863

151,203
301 ,1 za
874,455
390,385

238,951
4,sa2

2a1 _1 Ce
879

403,824
55.853

151,203
301,123
B74,455
390,385

401 ,so s
99,052
20,327
78,367

401,618
99,052
20,327
78,387

5,453
1,3:as

17,165

s,453
1,336

17,166

0
14,442

o
14,442

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303400 Land & Land Rights WT
303500 Land 8. Land Rights TD
303600 Land & Land Rights AG
304100 Struck & Imp SS
304200 Strict a Imp P
304300 Struck & Imp WT
304400 Strut!! & Imp TD
304600 Strict s. Imp Offices
304800 Struck a imp Misc
305000 Coiled a. Impounding
307000 Wells 8 Springs
310100 power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
3201 of WT Equip Non-Media
330000 Dist Reservoirs 8- Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min & Less
331200 TD Mains min to Bin
331300 TD Mains 10in to Sir\
333000 Services
334100 Meters
334200 Meter installations
335000 Hydrants
339100 Othber PIE Intangible
339500 Other P/E TD
340100 Office Fumituro a. Equip
340200 Comp a. Periph Equip
341100 Trans Equip Lt Duty Tris
341200 Trans Equip Hvy Duty Tris
342000 Stores Equipment
343000 Tools_Shop,Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
348100 Comm Equip Non-Telephone
345300 Comm Equip Other

1 ,932
ass

1 ,Paz
S59

793 793

a,sz7
1.597
s,2as

163
134
sao

17

3,927
1,5s7
s,2ss

Is a
134
sao

17

1 3
1 4
1 s
1 s
1 7
1 a
1 9
20
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
3 2
3 3
34
3 5
a s
3 7
3 8
a s
4 0
41
4 2
4 3
4 4
4 5
4 6
4 7
4 8
4 9
5 0
51

s
s
$
$
s
s
$
s
s
$
$
s
s
$
s
$
s
$
s
s
s
s
$
$
s
$
s
$
$
s
s
$
s
s
s
s
$
s
s
s
$
s
s
s
$
s
s
s
$
s
$
s
s

CORPORA TE ALLOCA TION
304620 Struck & Imp Leasehold
331001 Mains
340100 Office Furniture & Equip
340200 Comp & Perish Equip
340300 Computer Software
340300 Computer Software~Othef
343000 Tools,Shop,Garage Equip
345100 Comm Equip Non-Telephone
346300 Comm Equip Other

0
Total Plan! in Servlco 3,423,384 3,423,384

1a_ss7
Accumulated Depreciation
Net Plant in Service (L58 - L 59) s

939.364
2,484,021 s s s s

939.364
2,484,021

s s s s195
17

17a
1,042,125

233,188
5B,023

(45,088)
540

19S
17

17s
1,042,125

233,1 B8
58,023

(46,088)
540

40.8<s5 (2,332) 38,334

1,445
1_ssa

1,445
1,ssa

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
t o
21

22
23

LESS:
Contributions in Aid Of Construction (CIAC)

Less: Accmnulated Amortization
Net CIAC (L63 - LBS)

Advances in Aid of Construction (AIAC)
imputed Reg Advances
imputed Reg CIAC
Deferred Income Tax Credits (Debits)
Meter Deposits

A 9 8
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies Inventory
Prepayments
Projected Capital Expenditures
Deferred Debits
Original Cost Rate Base s

54,503
1,527,455 s (2,332) s (233,1B8). s

(51,122)
(51,122)

3,381
s 1,240,813_

MQ

24
2 5
2 6
27



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docks! No. WS-01303A~0B-0227
Test Year Ended December 31, 2oo7

Schedule GWB 5

RATE BASE ADJUSTMENT #1 . WORKING CAPITAL

[A] [B] [D] [E]

LINE
no . DESCRIPTION

COMPANY
TEST YEAR

As FILED

STAFF
TE S T y a m

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LMG

DAYS
DOLLAR

DAYS

131,623 s 131,623 1,579,471

*

*

s
s
s
s
s
$
s
s
s
s
$
s
s
s
s
s
s
s

25,631
2.190

(27)
a7,1ao
24,921
z8,546
1 ,480
5,049

11,644
4.145
s,a11

49,935
17,394
25,350
11,078

(52,178)

(1 .008)

25,631
2.1911

(27)
a7,1ao
24,921
28,546
1,4so
5.049

11,644
4.146
a,ta11

49,935
17,394
25,341
11,078

(38,529)
419,209
815,623

12.00
se.a7
32.42
2B.47
30.00
(3.88)
(4.64)

45.00
30.00
45.00

7.46
(10.88)
30.00
30.00
80.00

212.50
t5.B5
42.04

106.52
764.73

s
s
$
s
s
$
s
s
s
s
s
$
s
s
s
s
s
s

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than Income~Property Taxes
Taxes Other Than income-Other
Income Taxes
Interest
Total Operating Expenses 3a3,774

13.648
419,209
431 ,B49

830,957
62,357

(B10)
(338,258)
(115,635)

1,284,592
44,400

227.205
86,864

(44,279)
264,330

1,498,059
521,820

5,385,060
173,370

(1 ,s19_778)
44,654,146
54,493,871

1
2
3
4
5
G
7
8
9

10
11
12
l a
14
15
i s
17
18
19
20
21
22
23
24
25
25
27
2B
29
30
31
32
33
34
as
36

Expense Lag
Revenue Lag
Net Lag
StatT Adjusted Expenses
Cash Working Capital
Company As Field
Stat? Adjustment

Line 21 , Cal. (E) I Col [C]
Company Wotkpapers
Line 24 - 23
Line 20, Col 35
Line 25 ' Line 26/355 do;
Co Schedule B»5
To GWB-4

66.81
49.66
17.15

815,623
38,334
40.665
(2,332)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column (Cl: Column [A] + Column [B] .
Column [D]: Expense Lags Used on Docket WS-01303A-08-0403, approved in Decision Na. 70372
Column [E]: Column [C] • Column [D]

I



ARIZONA-AMERICAN WATER COMPANY TUBAC WATER
Docket No. WS-01303A-08-0227 .
Test Year Ended December 31 , ZQ07

Schedule GWB- 6

I

RATE BASE ADJUSTMENI #2 1 IMPUTED REGULATORY AIAC

1/

[Bl [Cl

i .. AovAnc é `
1 AMOUNT

. s 1,458,572

CIAC
AMORTIZED

0

3 4
» . , .

u .

1
/

[Al  .
YEAR

OF .
ADVANCE

,"200.1
2002"

2003'
z0Q4
2005

s 1 ,458,572

¢

9

_s

140,272
145,867
145,867
137,075
569,082

U N E

M Q
1
2
3
4
5
G

7
a

uescnnttuom I
Beginning Baum Per n°. woes
Nona 4; 1 _*

Nona E, Ii,
None , " l
None `
Per Staff , .. '. f

C°mp=nv i z ég ,  t o ;
staff Adjuaénent ' ._ s ¢

(D)
CIAC

REMNNG
BALANCE

$1 ,458,S72
1 ,31 a,4oo
1 ,172,s33
1 ,026,665

889,590
s  889,590

658,402
$ 233,188f

REFERENCES:
Columns (Al: Fiscal Years
Column [B]; Beginning Balance per Decision No. S7093
Column (Cl: Annual Amortization of Col [B] using 10 year recovery period per Decision No. 67093
Column [D]: CIAC~per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY TUBAC WATER
Docket No. WS~00303A-08-0227 .
Test Year Ended December 31, 2007

Schedule GWB 7

x

RATE BASE ADJUSTMENT as - DEFERRED DEBITS

[A]
COMPANY

AS
FILED

UNE
NO, DESCRIPTION

1 At December 31 , 2007
6

2007
s

s4,soa
54,503

sTAI=F
AOJUSTMENTSY

(51,122)
s (51,122)

[B]

s

[C]
STAFF
,  A s

ADJUSTED
3,3a1

105,525 4

\
3REFERENCES:

Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB

I

4

»

r



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227 .
Test Year Ended December 31, 2007

Schedule GWB-1 o

OPERATING INCOME ST A T EM EN T -  TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o , DESCRIPTION

C OM PAN Y
T E S T Y E A R

AS F ILED

ST AF F
TEST YEAR

ADJUSTMENTS

[C]
ST AF F

TEST YEAR
A S

AD J U ST ED

S T A F F
R EC OM M EN D ED

C H AN GES
STAFF

RECOMMENDED

1
2
3
4
5

$ 423,061
3,839

s $  4 2 3 , 0 6 1
3,839

$ 199,881 $ 522,942
3,839

Wastewater Revenues
Other Wastewater Revenues
Other
Total  Operating Revenues $ 426,900 s $  4 2 6 , 9 0 0 s 199,881 $ 626,781

131,823 s 131,523 $ $ 131,523
S
7
8
9

10
11
12
13
14
15
16
17
18
19
20

#
z5,631

2,190
(27)

.21

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pensions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Off ice Expense
Miscellaneous
Maintenance Expense
Depreciat ion & Amort izat ion
General Taxes-Property
General Taxes-Other
income Taxes

5
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
s
$

(1 ,492)
(1 , toa) 3,394

22
2 3
24
2 5
2 6
2 8
2 9
3 0

25,631
2,190

(27)
87,180
24,921
28,546

1,4ao
5,049

11,544
4 , 146
a,811

49, 935
17,394
BI ,679
26,350
11,078

(52,178) 13,648

25,631
2, 1 so

(27)
87, 180
24,921
28,545

1 ,480
5,049

11 ,644
4,146
a,811

49, 935
17,394
80,187
25,341
11 ,078

(38,529) 54,130

87,180
24,921
29,546

1,4ao
5,049

11 ,544
4,146
8,a11

49,935
17,394
80,187
29,235
11,078
15,500

Total  Operating Expenses
Operating Income (Loss) $

465,453
(38,553) $

11.148
(11,148) s

476,601
(49,701) $

58,023
141,858 s

534,624
82,157

References:
Column (A): Company Schedule C-1
Column (B):  Schedule GTM 11
Column (C):  Column (A) + Column (B)
Column (D):  Schedules GWB 2,  Lines 29 and 37
Column (E): Column(C) +  Column (D)

*



ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

References:
GTM 12
GTM 13
GTM 14

ARiZONA~AMERlCAN WATER COMPANY - TU BAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

x

LINE
no. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Depreciation Exp.

ADJ # 1

[C]
Property Taxes

ADJ # 2

[D]
Income Taxes

ADJ # 3

[E]
STAFF

ADJUSTED

$ 423,061
3.839

$ s 423,061
3.839

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 426,900 $ $ $

$
$
$
$ 425,900

$ 131,523 $ $ $ 131,623

(1 _492)
(1,008)

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation 8. Amortization
23 General Taxes-property
24 General Taxes-Other
25 lnoome Taxes
26
27

2 5 , 6 3 1
2 , 1 9 0

( 2 7 )
8 7 , 1 8 0
2 4 , 9 2 1
2 8 , 5 4 5

1 . 4 8 0
5 , 0 4 9

1 1 , 6 4 4
4 , 1 4 5
8 , 8 1 1

4 9 , 9 3 5
1 7 , 3 9 4
81 ,679
2 8 , 3 5 0
1 1 , 0 7 8

( 5 2 , 1 7 8 ) 13,648

2 5 , 6 3 1
2 , 1 9 0

( 2 7 )
8 7 , 1 8 0
2 4 , 9 2 1
2 8 . 5 4 6

1 , 4 8 0
5 , 0 4 9

1 1 , 8 4 4
4 , 1 4 8
8 . 8 1 1

4 9 , 9 3 5
1 7 , 3 9 4
8 0 , 1 8 7
2 5 , 3 4 1
1 1 , 0 7 8

( 3 8 , 5 2 9 )

28 Total Operating Expenses
29 Operating Income (Loss)

S
$

465,453
(38,553)

$
$

(1 ,492)
1,492

$
$

(1,008)
1,008

$
$

13.648
(' l3,648)

$
$

476,601
(49,701)



ARIZONA-AMERICAN WATER COM PANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2oo7

Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECIATION EXPENSE

LINE ACCT.
no. NO. DESCRIPTION

[A]
PLANT

BALANCE

ACC Dec No. B7093

[B]
DEPRECIATION

RATE

to;
DEPRECIATION

EXPENSE

5 6 7
2 , 0 3 0

2 0 , 4 1 4
5 0
5 0

4 2 2
z . 1 s s

2 5 , 2 9 2
1 4 , e o s

559
323

156
498

0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
2 . 2 1 %
2 . 2 1 %
2 . 2 1 %
2 . 2 1 %
2 . 2 1 %

3
11

2 3 8 , 9 5 1
4 , a s z

2 8 1 , 1 0 9
a 1 9

4 0 3 , 8 2 4
5 5 . 6 6 3

151 . 203
3 0 1 , 1 2 3
8 7 4 , 4 5 5
3 9 0 , 3 8 5

7 . 3 6 0
2 0 5

11 .919
3 7

1 7 , 1 2 2
2 . 2 3 5
2 . 4 4 9
5 . 932

17 , 227
7 . 691

401 .61 B
99,052
20,327
78,367

9,a4o
2.397

492
1 ,544

5,453
1 _see

17,166

179
145

4,292

o
14.442

o
51B

PLA NT /N
3 0 1  t o o
3 0 2 0 0 0
3 0 3 2 0 0
3 0 3 3 0 0
3 0 3 4 0 0
3 0 3 5 0 0
3 0 3 6 0 0
3 0 4 1 0 0
304200
3 0 4 3 0 0
304400
304600
3 0 4 B 0 0
3 0 5 0 0 0
3 0 7 0 0 0
3 1 0 1 0 0
3 1 1 2 0 0
3 1 1 3 0 0
3 1 1 5 0 0
320100
3 3 0 0 0 0
3 3 1 0 0 1
3 3 1 1 0 0
3 3 1 2 0 0
3 3 1 3 0 0
3 3 3 0 0 0
33410 0
334200
3 3 5 0 0 0
3391 OO
339500
3 4 0 1 0 0
3 4 0 2 0 0
3 4 1 1 0 0
3 4 1 2 0 0
342000
3 4 3 0 0 0
3 4 4 0 0 0
345000
3 4 6 1 0 0
3 4 5 3 0 0

SERVICES
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land & Land Rights TD
Land & Land Rights AG
Struck & imp SS
Struck & imp P
Struck s. imp WT
Struck a imp TD
Strut & Imp Offices
Struct & Imp Misc
Collect & Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8- Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Bin to Bin
TD Mains 10in to 15in
Se r vi c e s
M e t e r s
Meter Installations
H ydr an t s
Othber P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Pen'ph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop.Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

1.932
659

0 . 0 0 %
3 . 08%
4 . 2 4 %
4 . 2 4 %
4 . 2 4 %
4 . 2 4 %
4 . 0 0 %
1 . 6 2 %
1 . 9 7 %
1 . 9 7 %
1 . 9 7 %
2 . 3 4 %
2 . 4 5 %
2 . 4 2 %
2 . 4 2 %
1 . 9 7 %
0 . 0 0 %
0 . 0 0 %
3 . 2 8 %

1 0 . 8 3 %
2 5 . 0 0 %
1 5 . 0 0 %

3 . 5 9 %
3 . 5 9 %
0 . 0 0 %
4 . 6 4 %
5. 03%
4 . 9 3 %

97
32

793 0.00%
CORPORA TE ALLOCA TION

304620 Struck & Imp Leasehold
331001 Mains
340100 Office Furniture & Equip
340200 Comp & Perish Equip
M0300 Computer Software
340300 Computer SoftwareOther
343000 Tools,Shop,Garage Equip
346100 Comm Equip Nan-Tdephone
346300 Comm Equip Other

Total Plant in Service

3.927
1 .597
e,2a5

163
134
650
17

3,423,384

3.28%
10.83%
25.00%
25.00%
159%
5.03"/o
4.93%
2.78%

129
173

1.571
41
5

33
1

94,561

301000
302000
303200
303300
303400
303500
303600
304620

s

567
2,030

20,414
so
50

422
z,7ss

793
3,396,303 s 94,561

2.78%

1
2
3
4
5
S
7
B
9

1 o
11
12
13
14
15
16
17
1 B
19
20
21
22
23
24
25
26
27
CB
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
46
47
pa
49
50
51
52
53
54
55
55
57
58
59
so
61
62
63
64
65
SO
67
68
69
70
71
72
73

s 195 s
s

Less Non Depreciable Plant
OrganizatioN
Franchises
Land a Land Rights SS
Land & Land Rights P
Land a Land Rights WT
Land 8\ Land Rights TD
Land a Land Rights AG
Struck a. Imp Leasehold
Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC al Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depredation Expense
Staff Adjustment s

14,368
5

30,157
81 ,679
(1,492)

Col A
Col B
Col C

References:
SchBdUI€ GWB-4
Proposed Rates per StaH Engineering Report for Non Allocated Plan!
Col [A] times Col [B] |



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER

Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GTM-13

OPERATING ADJUSTMENT #2 - PROPER1Y TAX EXPENSE

[Al [Bl

$ 426,900
2

853,800
426,900

1 ,280,700
3

426,900
2

853,800
13,454

$ 426,900
2

853,800
626,781

1 ,480,581
3

493,527
2

987,054
13,454

1,000,508
0.230

230,117
12.70%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

$
$
$

867,254
0.23

199,468
12.70%
25,341
26,350
(1 ,008)

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line5/ Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8) -
Plus: 10% of CWlP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Properly Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 15 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

29,235
25,341
3,894

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

3,894
199,881

1.94802%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Sehedule C-1, Line 24
Line 21: Line 19 Line 20
Line 23: Schedule GWB-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-013D3A-D8-0227
Test Year Ended December 31, 2007

Schedu le  GT M-14

OPER AT I N G I N C OM E AD J U ST M EN T  #3  -  I N C OM E T AXES

L I N E  A C C T
n o . N O . DESCRIPTION

[ A ]
C O M P A N Y
P R O P O S E D

[ B]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 Income Taxes s (52,178) $ 13,648 s (38,529)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET nos. W-01303A-08-0227 AND SW-01303A-08-0227

The Surrebuttal Testimony ofStaff witness Gerald W. Becker addresses the following issues:

Revenue Requirement.-. The following table presents the test year revenue, Staff' s recommended
revenue, and the increase/(decrease) in dollars and percent.

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubae
Overall

Staff As Adjust
Test Year
as 18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
$ 5,701,431
$ 426,900
$ 39,732,055

Staff
Recommended
$ 21,377,068
$ 1,408,318
$ 5,345,121
$ 722,274
$ 9,470,254
$ 9,153,703
$ 626,781
$ 48,120,372

Increase/Decrease
in Dollars
$ 2,558,455
$ 381,731
$ 231,490
$ (73,887)
$ 1,621,522
$ 3,452,272
$ 216,734
$ 8,388,317

13.6%
37.2%
4.5%

-9.3%
20.7%
60.6%
50.8%
21 .1 %

Rate Base - The following table presents the rate base as initially proposed in the Company's
application, Staff' s recommendation and the amount of Staffs adjustment in dollars and percent.

Company
Proposed
(Per Application)

Staff
Recommended

Staff
Adjustment

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac

$
$
$
$
$
$
$

96,976,395
4,221 ,474

12,041,310
4,740,149

40,864,986
37,901 ,086
1 ,527,454

$ 59,516,712
$ 3,791,385
$ 8,909,632
$ 647,244
$ 38,855,656
$ 37,239,,151
$ 1,428,225

$(37,459,683)
$ (430,089)
$ (3,131578)
$ (4,092,905)
$ (2,009,330)
$ (661,935)
$ (99,229)

-38.6%
-10.2%
-26.0%
-86.3%
-4.9%
-1 .7%
-6.5%

Overall $ 198,272,854 $ 150,284,760 $(47,988,094) -24.2%

Test Year Operating Income - Staffs adjusted test year operating income is discussed in the
testimony of Gary McMurry and is shown for each system on the attached Surrebuttal Schedule
GTM-11 I

4

1



Response to the Rebuttal Testimony of Mr. Thomas M. Broderick-

1. Imputed Regulatory Advances in Aid of Construction ("IR AIAC")- Staff disagrees with
the Company's request for post test year amortization of IR AIAC. Staff maintains that the
amortization of IR AIAC should coincide with the end of the test yea.

Staff response to Rebuttal Testimony of Ms. Linda J. Gutowsld-

Agua Fria Water District:

1. Post Test Year Plant - Staff disagrees with the Company's rebuttal position to include
in rate base $1,189,832 for the Rancho Cabrillo Subdivision.

2. Post Test Year Plant- Staff disagrees with the Company's rebuttal position to include
in rate base $1,794,294 for the Sierra Montana 2.2 Mg Reservoir. The $1,794,294 is
the updated amount of the $2,046,765 recommended for disallowance in Staffs direct
testimony.

3. Post Test Year Plant ("CwlQp") - Staff disagrees with the Company's rebuttal
position to include in rate base $25,000,000 for the White Tanks Plant.

4. Accumulated Depreciation - Staff agrees with the Company's rebuttal position that
the sign on the adjustment of $7,532 to Accumulated Depreciation in StafFs Direct
Testimony should be reversed.

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CW]P should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Havasu Water District:

Test Year Plant - Staff accepts the Company's newly filed position to transfer the
plant, accumulated depreciation and related AIAC/CIAC for the Gateway plant Eom
Havasu Water to Mohave Water.

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Mohave Water District.'

5.

2.

1.

1. Post Test Year Plant- Staff disagrees with the Company's rebuttal position to include
in rate base $643,127 for post test year plant. This is the update amount related to
Staff's recommended adjustment of $610,731 in Staffs Direct Testimony.



2. Test Year Plant - Staff disagrees with the Colnpany's rebuttal position to include in
rate base $1,539,768 for three prob eats lacing invoices.

AIAC/CIAC in Rate Base .- Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Mohave Wastewater District:

1. Post Test Year Plant- Staff disagrees with the Company's rebuttal position to include
in rate base $3,932,808 for post test year plant for costs associated with the upgrade
and expansion of the Wishing Well Treatment Plant.

2. Test Year Plant - Staff disagrees with the Company's rebuttal position to include 'm
rate base $306,362 for three projects lacking invoices.

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Paradise Valley Water District:

1. Accumulated Depreciation - Staff agrees Mth the Company's rebuttal position to
increase accumulated depreciation by$l00»554 to correct a math error in its filing.

AIAC/CLAC in Rate Base -- Staff has revisited the Company's position that AIAC
and CMC pertaining to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.

Sun City West Water District:

Test Year Plant - The Company states that StatE's adjustment of $70,000 to increase
the balance in both the plant and accumulated depreciation accounts should be
$76,672. Staff accepts the additional $6,672 for both, with no net impact on rate
base.

3.

3.

2.

2.

1.

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertainiNg to CWIP should not be included in the calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Company's position.



Tubac Water District:

AIAC/CIAC in Rate Base - Staff has revisited the Company's position that AIAC
and CIAC pertaining to CWIP should not be included in die calculation of rate base
because the offsetting plant is not in rate base, and Staff disagrees with the
Colnpany's position.

Staff response to Rebuttal Testimony of Ms. Shervl L. Hubbard.-

1. Cash Worldng Capital .- The Company states that there are formulaic errors in Staff' s
calculation of cash working capital along with incorrect amounts for taxes in some
districts. The Company also alleges Staff inappropriately used the expense lags of
Mohave Water for the Mohave Wastewater calculation. Staff has corrected its
formulaic errors and updated the tax amounts used to reflect the taxes on proposed
revenues as opposed to test year revenues. However, Staff continues to apply the
same expense lags for all districts.

2. White Tanks - The Company states that Staffs recommendation to excluded $25
million of CWIP from rate base will create dire consequences for the Company and
that the Company may have to consider mothballing or selling the facility.

Arsenic Treatment Plant - Excess Capacity.-

1. Staff has identified and adjusted for excess capacity in the Agua Fda, Havasu and
Sun City West Water systems.

Tubac Arsenic Options -

1.

1. The Company has described two options to remediate arsenic in its Tubae system.
Staff has performed a financial analysis for informational purposes.
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1

2

INTRODUCTION

Q-

3

4

Please state your name, occupation, and business address.

My name is Gerald Becker. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("Commission") in the Utilities Division ("Staff'). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007 .5

6

7

8

9

10

Q- Are you the same Gerald Becker who previously submitted Direct Testimony in this

case?

Yes,I am.

11

12

13

14

15

16

17

18

19

20

21

PURPOSE OF SURREBUTTAL TESTIMONY

What is the purpose of your Surrebuttal Testimony in this proceeding?Q,

A. The purpose of my Surrebuttal Testimony in this proceeding is to respond, on behalf of

Staff to the Rebuttal Testimonies of Mr. Thomas M. Broderick, Ms. Linda J. Gutowsld,

and Ms. Sheryl L. Hubbard who represent Arizona-American Water Company Inc.  -

("Arizona American" or "Company").

22

Do you attempt to address every issue raised by the Company in its Rebuttal

Testimony?

No. I limit my discussion to certain issues as outlined below. My silence on any

particular issue raised in the Company's Rebuttal Testimony does not indicate that Staff

agrees with the Company's stated Rebuttal position on the issue. I rely on my Direct

Testimony unless modified by this Surrebuttal Testimony.23

24

A.

A.

Q.

A.

1
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1 Q What issues will you address?

I address the issues listed below that are discussed in the Rebuttal Testimonies of

Company witnesses Mr. Thomas M. Broderick, Ms. Linda J. Gutowski, and MS; Sheryl L

Hubbard. In addition, I address the excess capacity in arsenic treatment plants. Further, I

discuss a financial analysis of arsenic treatment alternatives in Tubac. I am also

sponsoring the attached Schedules GWB-1 through GWB-10 for the various districts

Thomas M Broderick

1. Imputed Regulatory Advances ("IR AIAC")

Linda J. Gutowski

Rate Base

1. Post Test Year Plant

2. Test Year Plant not supported by invoices

Accumulated Depreciation

Transfer of Gateway Plant Uom Havasu Water to Mohave Water

AIAC/CIAC in CWIP

3.

4.

5.

Sheryl L. Hubbard

1. Worldng Capital

2. White Tanks Plant

Overcapacity of arsenic treatment plant - Agua Fria, Havasu, and Sun City West

Tubae Arsenic Remediation Options
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1

2

3

SUMMARY OF RECOMMENDATIONS

Q, Please provide a summary of Staff surrebuttal recommendations.

A. Table 1 shows Staffs adjusted test year revenue, Staffs recommended revenue

requirement and the recommended revenue increase over the test year amounts in dollars

and percent for each district. The recommended revenue for each district provides an

operating income reflecting a 7.34 percent rate of return on the fair value rate base. The

Company proposed (initial filing) and Staff recommendedrate bases for each district are

shown in Table 2 along with the Staff adjustments shown in dollars and percent.

4
5
6
7
8
9

10 Table 1

Staff Test Year and Recommended Revenue11

Increase/Decrease
in Percent

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City WestWater
Tubac
Overall

Staff As Adjust
Test Year
Revenue
$ 18,818,613
$ 1,026,587
$ 5,113,631
$ 796,161
$ 7,848,732
$ 5,701,431
$ 426,900
$ 39,732,055

Staff
Recommended
Revenue
Requirement
$ 21,377,068
$ 1,408,318
$ 5,345,121
$ 722,274
$ 9,470,254
$ 9,153,703
$ 626,781
$ 48,120,372

Increase/Decrease
in Dollars
$ 2,558,455
$ 381,731
$ 231,490
$ (73,887)
$ 1,621,522
$ 3,452,272
$ 216,734
$ 8,388,317

13.6%
37.2%
4.5%
-9.3%
20.7%
60.6%
50.8%
21 .1 %

12
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1 Table 2

2

Rate Base

AF Water
Havasu
Mohave Water
Mohave Wastewater
Paradise Valley
Sun City West Water
Tubac

Rate Base - Company Proposed and Staff Recommended

Per Application Staff Surrebuttal
Company
Proposed
$ 96,975,395
$ 4,221,474
$ 12,041 ,310
$ 4,740,149
$ 40,864,986
$ 37,901 ,086
$ 1,527,454

Recommended
$ 59,516,712
$ 3,791,385
$ 8,909,632
$ 647,244
$ 38,855,656
$ 37,239,151
$ 1,428,225

%
Difference

-38.6%
-10.2%
-26.0%
-86.3%

-4.9%
-1 .7%
-6.5%

Overall 33 198,272,854 $ 150,284,760

Difference
$37,459,683)
$ (430,089)
$(3,131,678)
$(4,092,905)
$(2,009,330)
$ (661,935)
$ (99,229)
$

(47,988,094) -24.2%

3

4 RESPONSE TO REBUTTAL TESTIMONY OF THOMAS M. BRODERICK

Imputed Regulatory Advances and Contributions

Please describe the treatment proposed by the Company in this filing.Q-

A. The Company proposed amortization of IR AIAC beyond the end of the test year ending

December 31, 2007, to extend the amortization through the date it anticipated rates in this

proceeding would become effective.

5

6

7

8

9

10

11

12

13

14

Q, Did Staff recommend this treatment in its Direct Testimony?

No. In accordance with ratemaking principles, Staff recommends that amortization not be

extended airer die end of the test year ending December 31, 2007.

Q- Is Staff now in agreement with the Company's amortization period?15

16 No.

Q- What does Staff recommend?

17

18

19

20

A.

A.

A. Staff recommends IR AIAC amounts as shown on each system's rate base schedule.
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1

2

3

4

J

RESPONSE TO REBUTTAL TESTIMONY OF LINDA J.  GUTOWSKI

Agua Fria Water Distr ict:

Test Year Plant: Rancho Cabnlllo

Q. Why did Staff remove $1,189,832 of plant pertaining to Rancho Cabrillo in its Direct

Testimony?

Dur ing its  examinat ion of the Company's  records,  Staff selected capita l addit ions

pertaining to the Rancho Cabrillo subdivision. The Company was unable to provide

adequate documentation for these plant additions and that the Company can demonstrate

that it is used and usetill. in a subsequent communication with Staff the Company stated

that it would agree to removal of the unsupported amounts from rate base. A copy of that

e-mail is attached.

5

6

7

8

9

10

11

12

13

14

Q- What is the Company basis for again changing its position and now requesting to

include the unsupported Rancho Cabrillo plant additions in rate base?

The Company asserts that the amounts should be iNcluded in rate base because the Staff

engineer did not make any determination that the associated plant was not used and useful.

15

16

17

18

19

20

Q-

21

22

23

24

Is a determination of used-and-useful the sole requirement for inclusion in rate base?

No. The issue at hand is one of valuation and adequate record keeping. Pursuant to the

Commissions rules and regulations the Company is required to maintain adequate records

to verify the cost of plant additions in accordance with the NARUC Uniform System of

Accounts. The rules state that utility shall be required to furnish the Commission with the

details to support the recorded valuation. The Company does not have records to support

and verify the claimed cost of its plant additions in Rancho Carrillo.

25

A.

A.

A.
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1

2

Q.

A.

3

4

What does Staff recommend?

111 the absence of supporting documentation, Staff recommends disallowance of the

amounts until the Company can provide adequate documentation or that the Company can

demonstrate that the plant is in place and it is used and useful. Staff further recommends

that the Company attempt to obtain missing documentation to support its plant amounts.

Post Test Year Plant - Sierra Montana

Q. Please describe the treatment proposed by the Company in this filing.

A. The Company proposes to include in rate base $1,794,294 for the expansion of the Sierra

Montana 2.2 Mg Reservoir as post test year plant.

5

6

7

8

9

10

11

12

13

Q- Did Staff recommend this treatment in its Direct Testimony?

No. Staff recommended disallowance.

14

Q. What is reflected in the Company's rebuttal testimony for this amount?

The Company states that the associated plant is now valued at $1,794,295 versus the

$2,046,765 in its filing and that this plant was placed in service in December 2008 and

that it should be included.

Q- Does Staff agree with the Conlpany's position?

15

16

17

18

19

20

21 No.

22

23 Q~

24

Please explain.

Staff maintains the same positions as discussed in Staffs Direct Testimony:

25

26
27

A.

A.

A.

A.

"Post test year plant is usually mismatched with the revenues, expenses, and rate
base of the test year. Matching is a fundamental princqyle of accounting and
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rate-making. the absence of matching distorts the meaning of and reduces the
usefulness of operating income and rate of return for measuring the fairness and
reasonableness of rates. Accordingly, recognizing post testfyear plant in rate
base is generally appropriate only in special and unusual eases where failure to
do so would create an inequity. Sta/jf had traditionally recognized two such
cases:

When the magnitude of the investment relative to the utility's total
investment is such that not including the post test year plant in the cost of
service woulaljeopardize the utilit;v'sfnancial health; and

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18

a.

b.

When conditions such as the following exist:
The cost of the post test year plant is significant and substantial,
The net impact on revenue and expenses for the post test year plant
is known and insignyicant, or is revenue neutral,
The post test year plant is prudent and necessary for the provision
of sewices and reflects appropriate, efficient, ejjreetive and timely
decision-making. /:1

19

20 Q. Based on Staffs review, did the Company satisfy these criteria?

No. These criteria are not satisfied.21

22

23 Q- What does Staff recommend?

24 Staff recommends disallowance of the post test year plant for the Sierra Montana 2.2 Mg

25 reservoir.

26

27 Post Test Year Plant - White Tanks CWIP

28 Q-

29

30

Please describe the treatment proposed by the Company in this filing.

The Company proposes to include in rate base $25,000,000 of CWIP for its White Tanks

Project.

31

32 Q- Did Staff recommend this treatment in its Direct Testimony?

33 No. Staff recommended disallowance.

A.

A.

A.

A.

1 Page 20 of Direct Testimony of Gerald Becker of January 13, 2009.

2.

1.

c.
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1 Q-

2

What is reflected in the Company's rebuttal for this amount?

The Company still seeks $25,000,000 of CWIP for its White Taanks Project.

3

4 Q- Does Staff agree with the Company's position?

No.

Q- Did the Company propose alternatives to recover the cost of CWIP?

The Company proposes to recover these costs through a temporary surcharge to Agua Fria

customers dirt is estimated to be $9.09 per month. Alternatively, the Company suggests

the implementation of a valley wide 'renewable-water-supply surcharge' that would be

assessed to all customers still on groundwater but the Company does not state the amount

of the estimated surcharge.

Q- What does Staff recommend?

Staff recommends disallowance of the post test year plant for the White Tanks Plant as

further discussed in response to Ms. Hubbard below. Additionally, Staff does not

recommend any of the surcharges as alternatives to placing CWIP in rate base.

Accumulated Depreciation

Q. Did the Company identify an error in Staff's calculation of Accumulated

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22 A.

23

24

Depreciation?

Yes. The Company correctly noted that Staf fs adjustment to decrease accumulated

depreciation r Schedule GWB-5 for the Agua Fda District was calculated as an increase

to accumulated depreciation.

25

A.

A.

A.

A.
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1 Q- Has Staff corrected the error?

Yes. Staff has made this correction in its surrebuttal schedules.2

3

4

5

6

7

8

9

10

11

12

13

CIAC/AIAC in CWIP

Q. Please describe how CIAC and AIAC relates to plant in service and rate base.

A. CIAC and AIAC represent funds or plant provided to the Company by parties other than

investors. Typically, funds received as CIAC or AIAC are used to build plant which may

ultimately be in rate base. Plant that is used and useful for the provision of utility service

is a components of rate base.  CIAC and AIAC are also components of rate base.  As

components of rate base, plant differs from CIAC and AIAC in that plant increases rate

base and CIAC and AIAC decrease rate base. Plant that is under construction ("CWIP")

is normally not a component of the rate base calculation. Thus, funds received as CIAC or

AIAC that are funding CWIP are included in the rate base calculation while the CWIP is

not included in the rate base calculation. As a result, the plant included in the rate base

calculation may not equal CIAC and AIAC funds received.

14

15

16

17

18

19

20

21

22

Q- Please describe the Company's position.

The Company asserts that it has received CIAC and AIAC for plant not yet completed and

reflected in its rate base. The Company further states that since CWIP is not an addition

to rate base, then related CIAC and AIAC should not be a reduction in the rate base

calculation.

23

24

Q- Is the Company's position is a departure from traditional ratemaking practices?

Yes. The Company's position is a departure from traditional ratemaldng practices.

25

A.

A.

A.
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1 Q Please explain

The Company has use of the funds advanced or contributed by others, regardless of how

the funds  a r e used,  ther efor e,  inves tor s  commit  less  funds  for  u t i l i t y pur poses

Accordingly,  the Company's  r a te base should be reduced by the CIAC and AIAC

regardless of how it is used. The fact that the associated CWIP is not in rate base is

irrelevant. CWIP is one example of how not recognizing CMC and AIAC as a deduction

in the calculation of rate base results in excess earnings. The Company can record an

allowance for ds used during construction ("AFUDC") to CWIP balances to earn a

return on construction expenditure funded by CIAC and AlAC. AFUDC is a  font of

earnings. Thus, the Company is earning on funds not provided by investors. Reducing

rate base by CIAC and AIAC preserves the ratemaking balance and removes this excess

earnings potential

14 Q What does Staff recommend?

Staff recommends that the CIAC and AIAC funds the Company asserts are in CWIP be

reflected in the CIAC and AIAC balances used to ca lcula te and proper ly reflect  a

reduction to rate base. For the Agua Fria system, a $3,432,286 adjustment to increase

CIAC is appropriate

Havasu Water District20

21

22

Transfer of Gateway Plant

Q Please describe the treatment proposed by the Company in this tiling

The Company proposes to t ransfer  to $721,333 of plant ,  $14,000 of accumula ted

depreciation, and $656,267 of AIAC from its Havasu Water to Mohave Water for plant

known as Gateway
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1

2

Q. Did Staff recommend this treatment in its Direct Testimony?

No. The Company had not disclosed this adjustmeNt to Staff

Q- Does Staff agree with the Company's adjustment?

Staff agrees with the Colnpany's proposal that transfenfng the plant from Havasu Water to

Mohave Water is appropriate and that the proposed amounts for plant and AIAC are

connect. However, Staff disagrees with the proposed amount as it relates to Accumulated

Depreciation.

Q- Please explain.

The Company wishes to increase the Accumulated Depreciation on its Mohave Water

District by $45,790 as compared with the $14,000 decrease on the Havasu Water system.

Q- Was the Company able to reconcile the amounts?

No. The Company was unable to provide a detailed explanation of the differences.

Q.

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

A.

What does Staff recommend?

Staff recommends a decrease to plant of $721,333, a decrease to Accumulated

Depreciation in amount of $45,790, and a decrease to AIAC in the amount of $656,267, to

the Havasu Water District with corresponding adjustMents to the Mohave Water District.

23

24

CIAC/AJAC in CWIP

Q. Has the Company requested the exclusion of CIAC or AIAC associate with CWIP as

in the Agua Fria District above?

25 Yes. The Company's excludes $10,645 from CIAC with a corresponding reduction to rate

A.

A.

A.

A.

A.

base.
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1 Q- What does Staff recommend?

2 A. Staff recommends an increase to CIAC of $10,645 for the Havasu Water District.

3

4 Mohave Water District:

Post Test Year Plant

Q. Has the Company requested the inclusion of post test year plant as in the Agua Fria

District above?

Yes. The Company's rebuttal position is to include in rate base $643,127 for post test

year plant. This is the updated amount corresponding with Staffs Direct Testimony

recommendation to disallow $610,731 of post test year plant.

Q- Does Staff recommend including post test year plant in this case?

No. For reasons described above in the Agua Fria section, Staff recommends

disallowance of these amounts.

Test Year Plant .- WinterHaven, Stonebridge and Mira Monte

Q. Has the Company requested the inclusion of test year plant that is not adequately

supported by documentation?

5

6

7

8

9

10

11

12

13

14

15

16

17~

18

19

20

21

Yes. The Corrlpany's rebuttal position is to include in rate base $1,539,768 for test year

plant lacking invoices.

22 Q- Does Staff recommend including test year plant in this case?

23

24

25

26

A.

A.

A.

A. No. For reasons described above in the Agua Fria section, Staff disagrees with the

Colnpany's rebuttal position to include in rate base $l,539,768. Staff recommends

disallowance of the amounts until the Company can provide adequate documentation or

that the Company can demonstrate that die plant is in place and it is used and useful. Staff
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ftixther recommends that the Company attempt to obtain missing documentation to support

its plant amounts.

CMC/AJAC in CWYP

Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP?

A. Yes. The Company excludes $94,452 of CIAC and $291,909 of AIAC Hom its

calculation of rate base. Since CIAC and AIAC reduce rate base the Company's exclusion

overstates rate base.

Q~ What does Staff recommend?

Staff recommends adjustments to increase to CIAC by $94,452 and AIAC by $291,909 for

the Mohave Water system resulting in corresponding decreases to rate base.

Transfer of Gateway Plant

Q-

A. The Company now proposes to transfer to $721,333 of plant, $45,790 of accumulated

depreciation, and $656,267 of AIAC from its Havasu Water to Mohave Water for plant

known as Gateway.

Please describe the treatment proposed by the Company in this filing.

Q. Did Staff recommend this treatment in its Direct Testimony?

A. No. The Company had not disclosed this adjustment to Staff in its initial Filing.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q- Does Staff agree with the Company's adjustment?

A.

A. Staff agrees with that transferring the plant from Havasu Water is appropriate and that the

proposed amounts for plant and AIAC are correct.  However, Staff disagrees with the

proposed amount for transferring Accumulated Depreciation.
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1 Q-

2

3

Please explain.

The Company wishes to increase the Accumulated Depreciation on its Mohave Water

District by $45,790 as compared with the $14,000 decrease on the Havasu Water system.

4

5

6

Q- Was the Company able to reconcile the amounts?

No. The Company was unable to provide a detailed explanation of the differences.

Q- What does Staff recommend?

Staff recommends transferring the plant Hom Havasu resulting in an increase to plant of

$721,333, an increase to Accumulated Depreciation in amount of $45,790, and an increase

to AIAC in the amount of $656,267 and corresponding adjustments to the Havasu Water

District as discussed above.

Mohave Wastewater District:

Post Test Year Plant-Wishing Well Treatment Plant

Q. Has the Company requested the inclusion of post test year plant as in the Agua Fria

District above?

Yes. The Company's rebuttal position is to include in rate base $3,932,808 for post test

year plant.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Q-

A.

23

Does Staff recommend including post test year plant in this case?

No. For reasons described above in Me Agua Fria section, Staff recommends

disallowmceof these amounts.

24

A.

A.

A.

A.
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1

2

3

Test Year Plant -- Mesa Vista and Sage Hill

Q. Has the Company requested the inclusion of test year plant that is not adequately

supported by documentation?

Yes. The Company's rebuttal position is to include in rate base $306,362 for test year

plant lacking invoices.

Q- Does Staff recommend including test year plant in this case?

No. For reasons described above in the Agua Fria section, Staff disagrees with the

Company's rebuttal position to include in rate base $306,362. Staff recommends

disallowance of the amounts until the Company can provide adequate documentation or

that the Company can demonstrate that the plant is in place and it is used and useful. Staff

further recommends that the Company attempt to obtain missing documentation to support

its plant amounts.

4

5

6

7

.8

9

10

11

12

13

14

15

16

17

18

19

20

21

CMC/AIAC in CWIP

Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP as in

the Agua Fria District above?

Yes. The Company proposes to exclude $65,395 of CMC from its calculation of rate

base. Since CIAC reduces rate base, the Company's exclusion overstates rate base.

Q-

22

What does Staff recommend?

Staff recommends an adjustment to increase CIAC by $65,395 for the Mohave

Wastewater District resulting in a'corresponding decrease to rate base..23

24

A.

A.

A.

A.

1
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1

2

3

4

Paradise Valley Water District:

CIAC/AIAC in CWIP

Q, Has the Company requested to exclude CIAC or AIAC associate with CWIP as in

the Agua Fria system above?

Yes. The Company excludes $322,588 of CIAC &om its calculation of rate base. Since

CIAC reduces rate base, the Company's exclusion overstates rate base.

5

6

7

8

9

1 0

Q- What does Staff recommend?

Staff recommends an adjustment to increase CIAC by $322,588 for the Paradise Valley

District resulting in a corresponding decrease to rate base.

AccumulatedDepreciation

Q. Please describe the Company's rebuttal position.

A. The Company states its filing contained an error that understates accumulated depreciation

by $100,554 and proposes to correct the error by increasing accumulated depreciation

$100,554.

11

12

13

14

15

16

17

18

19

20

21

Q- Does Staff agree?

Yes. Staffs surrebuttal schedules reflect the correction.

22

Sun City West Water District:

Q. Please describe the Company's rebuttal position.

A. The Company states plant and accumulated depreciation should be increased by $76,672

to correct an error in it records.

23

24

25

A.

A.

A.
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Q- Does Staff agree?

Yes. The Company had previously informed Staff that the amount of the adjustment

should have been $70,000 but the Company further learned that $76,672 is the correct

amount. Staffs surrebuttal schedules reflect the updated amount.

Tubac Water District:

CL4C/AIAC in CWIP

Q. Has the Company requested to exclude CIAC or AIAC associate with CVVIP as in

the Agua Fria system above?

Yes. The Company excludes $20,266 from AIAC &om its calculation of rate base. Since

AIAC reduces rate base, the Company's exclusion overstates rate base.

Q- What does Staff recommend?

Staff recommends an adjustment to increase AIAC by $20,266 for the Tubac District

resulting in a corresponding decrease to rate base.

RESPONSE TO REBUTTAL TESTIMONY OF SHERYL L. HUBBARD

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

A.

A.

A.

Working Capital

Q. What is the Conlpany's rebuttal position?

A. The Company states that Staffs calculation of cash worldng capital contains formulaic

errors along with some incorrect amounts for taxes in some districts. Me Company also

alleges that Staff inappropriately used the expense lags of Mohave Water for the Mohave

Wastewater calculation.
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1 Q.

2

3

4

Does Staff agree with the Company's position?

Staff agrees that there were formulaic errors die calculation of working capital in Staffs

Direct Testimony and that some tax expense amounts did not ref lect the Company's

prospective liabil ities. Staffs surrebuttal schedules ref lect corrections for the formulaic

errors and tax values. Staff does not agree with the Company's contention that incorrect

expense lags were used in one system versus another because Staff is using the same

expense lags for all systems.

Q- What does Staff recommend?

Staff has recomputed the cash working capital on the attached surrebuttal schedules and

recommends the amounts as shown.

White Tanks

What is the Company's rebuttal position?

The Company requests the following:

Q-

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

1.

22

23

That $25 million of CWIP for the White Tanks project be included in rate base.

The Company states that this is necessary because hook up fees are far less than

anticipated and that the COmpany will face dire financial consequences if there is

not interim relief, "Arizona American must consider mothballing or selling the

plant".2

That  it  needs an account ing order  to defer  post  in service O&M unt il such

expenses can be reflected in rates.

A.

A.

A.

z Page 10 of Rebuttal Testimony of Company witness Christopher C. Buts

2.
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1

2

The Company fiirther claims that FASB 92 will require a write down of the plant

for financial statement purposes if the Commission does not grant it an accounting

3 order.

4

5

As an alternative to CWIP in rate base,  the Company requests surcharges as

previously discussed

6

7 Q- What is Staff's position regarding the Company's proposal to include CWIP in rate

8 base?

9

10

11

As discussed in the Direct Testimony, Staff does not support including CWIP in rate base.

At the present time, the CWIP is not providing any benefit- to cunentrate payers. Thus,

current ratepayers should not bear the burden of this facility.

12

13 Q~ What is Staffs position on an accounting order to defer O&M costs?

14 Stat? s recommendation is consistent with its recommendation in its Direct Testimony:

15

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

"Stay believes that accounting orders should only be issued under very unusual
or extraordinary conditions to prevent harm to either the Company or the
ratepayers] In the case at hand, the Company has already been indemnyied
against harm for post in service AFUDC and depreciation expense via the
accounting orders in the previous case. Staff further notes that the cost of the
Central Arizona Project ("CAP ") entitlement for AF Water is already included in
the Company's O&M in this proceeding, further reducing the Company's
exposure to in-recovered O&l\4

Stajj' does not see any evidence that the Company's net costs and O&M not
subject ro deferral mechanisms andxture recovery will be extraordinary. Sta#
believes that the cost of providing treated water will be onset by cost savings
attached to the present expenses of providing ground water which are reflected in
present rates along with the CAP entitlement as discussed above. Thus, Stulj'
recommends denial fan additional `aceounting order. "4

A.

A.

3

4
Page 8-9 of Rebuttal Testimony of Company witness Christopher C. Buls
Page 27 of Direct Testimony of Gerald Becker of January 13, 2009.

4.

3.
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1 Thus, Staff recommends denial of an accounting order to defer O&M.

2

3

4

Q. What is Staffs view of the potential need for the Company to record a write down in

its external financial statements due to the requirements of FASB 92?

Although any potential detriment to the Company may be considered by the Commission,

the financial statement presentation should not drive the regulatory process. The

requirements for presentation of external f inancial statements do not alter the

Commission's prescribed treatment of costs for ratemaking purposes nor do those

requirements change the eligibility of recovery of any cost by the Company.

5

6

7

8

9

10

11 Q- What does Staff recommend?

Staff concludes that any concerns regarding the financial statement presentation

constitutes inadequate justification to issue an accounting order. Thus, Staff recommends

denial of the accounting order.

12

13

14

15

16

17

18

19

20

Joint Development Agreement

Q. Has Staff changed its position on the Joint Development Agreement with the

Maricopa Water District ("MWD")?

No. Staff continues to have significant reservations regarding the Joint Development

Agreement as discussed in its Direct Testimony.

21

22

23

24

Overcapacity of Arsenic Treatment Plant - Agua Fria, Havasu, Sun City West Water

Q, What is the Company proposing?

A. The Company asserts that all of its arsenic treatment plant in these districts is used and

useful and proposes to include it in rate base.25

26

A.

A.

A.
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1 Q.

2

3

4

5

Does Staff agree?

No. The Staff has reviewed the capacity of the arsenic treatment plant for these systems

and recommends a disallowance for each system as described in the Surrebuttal

Testimony of Dorothy Hains. Staff s surrebuttal schedules reflect these adjustments to the

rate base of the respective Districts. The disallowances for each District are:

6

7
8
9

AguaFria $126,352
Havasu $143,485
Sun City West Water $92,080

10

11 Q-

A.

Does this conclude your testimony on this topic?

Yes, it does.

TUBAC ARSENIC REMEDIATION OPTIONS

What is the Company proposing?Q.

The Company proposes to construct arsenic remediation plant to treat all water that it

distributes as opposed to installing point of use treatment at customers' premises which

would treat the water only at a designated point such as the kitchen sink.

Q- What is the nature of Staffs testimony?

12

13

14

15

16

17

18

19

20

21

22

23

A.

24

25

26

Staff has calculated the revenue requirement for each option for the first year. Staffs

analysis uses the Company's estimates of initial investment and annual operating expenses

with exception of depreciation expense. Staff modified the depreciation rate to reflect a

20-year life for the central treatment plant for consistency with depreciation rates for

similar plant in Ms proceeding, as compared with the 40-year life described by the

Company.5

A.

A.

Rebuttal testimony of Jeffrey W. Stuck, February 11, 2009, Page 3 line 17
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1 Q,

2

3

4

A.

5

6

According to the Company, what are the initial and ongoing easts for each type of

system?

The Company states that the initial cost of a centralized treatment system is $2,300,000 as

compared with $544,000 for the point of use system.6 The annual operating costs

excluding depreciation and property taxes are $173,000 for the central system and

$349,000 for the point of use systern.7 The Company further states that the point of use

system would have to be completely re-installed after 10 years at a cost of almost $2

million.8

7

8

9

10

11

12

13

14

Q- Has Staff conducted any analysis to assess the reasonableness of the Conlpany's

stated capital and operating costs of the two arsenic treatment alternatives?

No. Staff relies on the Company's representation of these costs for the purpose of this

analysis except that Staff assumes a 20-year life for die central plant instead of the

Company's 40-year life.

Q-

15

16

17 A.

What are the results of Staff's analysis?

Staff determined that the revenue requirements as shown below:

18

19
20 Revenue Requirements

Central Treatment
$ 506,996

Point fUse
$ 455,547

21

22

23

24

25

Staff also notes that the amounts reflected in the above analysis indicate that the annual

operating expenses are higher for the point of use system and would dieoretically be

subj et to a greater amount of volatility. Further,.the net plant value of the central plant is

at its maximum at die outset and subsequently decreases over its useful life. Thus, the

6 Rebuttal testimony of Jeffrey W. Stuck, February 11, 2009, Page 3 line 3.
7 Rebuttal testimony of Jeffrey W. Stuck, February 11, 2009, Page 4 lines 4-5 .
8 Rebuttal testimony of Jeffrey W. Stuck, February ll, 2009, Page 4 line 9.

A.
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1

2

3

value of the rate base portion of the revenue requirement will decrease over time. In

contrast, the point of use system will require replacement alter 10 years and the rate base

portion of the revenue requirement will be adjusted to the future cost.

4

5 Q. What is the purpose of Staffs financial analysis of the arsenic treatment

6

7

8

9

10

alternatives?

Staff is presenting this analysis for information purposes only. Staff is not recommending

that the Commission direct the Company to choose either alternative. The Company

should make a decision based on a comprehensive analysis that include quantitative and

qualitative factors.

11

12 Q- Does this conclude your testimony on this topic?

13 Yes, it does.

14

15 Q- Does this conclude your Surrebuttal Testimony?

16

A.

A.

A. Yes, it does.



ATTACHMENT A

Gerald Becker

From: Thomas.Broderick@amwater.com

Sent: Tuesday, November 04, 2008 3:24 PM

To: Gerald Becker

Cc: Linda.Gutowski@amwater.com

Subject: Plant additions follow up to DR13

Gerry,

We have at last (nearly) completed our internal review of the projects (DR 13) in Mohave and Agua Fria that
lacked adequate support and we respond as follows:

Mohave Sewer:

If Staff recommends removal of Mesa vista (55182k) and Sage Hill Tract ($147k) from plant in service and
associated AlAC and depreciation expense, the Company will accept that recommendation because we do lack
the supporting information for these projects.

Mohave Watery

For Villages at Stonebridge ($242k) and Winterhaven Estates ($177k), same as above.

For Mira Monte Fox Creek, the detail exists and will be provided to you as soon as we receive it from the
developer. If we don't provide you this information before the hearing, we again would accept removal as per
above.

Agua Fria Water

For Clearwater Farms ($1 .7 m), Linda has the supporting detail and you will shortly be provided it.

For Rancho Cabrillo ($1.2 m), the detail exists and we are waiting on it from the developer. We already have a
lot of invoices for the off-site portion of this project, but its the on-site portion you indicated. If we don't provide
you this information before the hearing, we again would accept removal.

We have not started refunding on any of these projects and if the Commission accepts a staff recommendation to
remove, we would take the position with the developer(s) that we don't owe them any refunds otherwise due.

I think its understood that if we can later obtain supporting documentation as part of a future rate case, the
affected project can be restored for ratemaking purposes.

Tom

3/3/2009
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Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 CulTent Rate of Return (L2/ L1)

$ 95,975,395

$ 2,501 ,288

2.58%

$

$

59,516,712

2,819,140

4.74%

$

$

59,515,712

2,819,140

4.14%

7.34%4 8.40%

$ 96,976,395

$ 2,501,288

2.68%

8.40% 7.34%

5 s

$

$

$

$

$

$

$6

8,145,017

5,544,729

1.5578

8,146,017

5,544,729

1.5578

4,368,527

1,549,387

1.55137

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Favor

B s 9,192,198 $ 9,192,198 i s

9 $

$

$

$10

$ 1B,818,613

s 28,D10,811

48.85%

s 18,818,613

s 28,010.811

48.85%

18,818,613

21 ,377,068

13.60%

4,368,527

1,549,387

1.5513

2,558,455 I

18,818,613

21 ,377,058

13.50%
11

12

Required Revenue Increase (L7 * LS)

Adjusted Test Year Revenue

Proposed Annual Revenue (LB + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 10.75% 10.75% 10.00% 10.00%

References:
Column [Alt
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10
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s
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s
s
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s
s
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s s 578.594s
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s
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2 1  _ s n o r e
15,455,848
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sesaoss

AF Water

s
.5
s

21,377,068
15.455,848

1,898,553
s 4,022,838
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s
s
s
s
s
s
s
s

280, 297
3,742,341

7 , soo
e , z s o
s_soo

91 ,sec
1,158,496
1,272,395

s
s
s
s
s

. .s. 198993 s s 1,552,693

s
AF Water
ss_51s_112

3.199014
s 1,898,583

ARiZONA-AMERICAN WATER compAi4v . AGUA FRIA WATER
Docket No. WS-01303A-0B-0227
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Schedule GWBIZ
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (5) (C) (D) [EI [FlU N E
n o . DESCRIPTION

1
2
3
4
s
e

Calculation of Gloss Revenue Conversion F ac t o r
Revenue
Uncollectible Fader (Line 11)
Revenues (L1 - L2)
Combined Federal and Stale Income Tax and Prupexty Tax Rate (Line 23)
Subtotal (LE . L4)
Revenue Conversion Factor (L1 I Ls)

1oo. u0oov.
D,0000%

100.DD00%
39.4405%
s0. 5595v.
1.651269

1D0.0000%
3a.s9s9%
51 .4011 as

0.000094

7
B
9

10
11

Calculation of UncoNlectlible Flor:
Unity
Combined Federal and State Tax Rate (Una 17)
One Minus Combined lncoma Tax Rate (L7 - LB )
Unooiledible Rate
unmtmmble Faanr (LE ¢ L10 ) 0.0000%

1D0.D000%
6,9680°/v

93D 320%
34.0000%
31530998

r

12
13
14
1 5
16
17

Calculation of Efiiactive Tax Rate:
Qperaiing IncomeBefore Taxes (ArizonaTaxable Income)
Arizona State IncomeTax Rate
Federal Taxable Income(L12 - L13)
Apply be Federal IncomeTax Rate (Line 44)
Effective Federal lncame Tax Rats (L14 x L15)
Combined Federal and State Income Tax Rate (L13 +L16) aassases

1D0.0D00%
38.59a9%
61.4011%

1.3707%
0_5416*

18
19
2D
21
2 2
2 3

CalcuMion of Efiedive Propertv Tax Factor
Unity .
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (LI B-L19)
Property Tax Famed (GTm-14, L24)
Effective Property Tax Fodor (L20'L21)
CombinedFederal and State Income Tax and Properly Tax Rate (L17*-LZ2) 39.440594

s
s

4,358,527
2,819,140

24
25
26

Required Operating lrauame (Schedule Gws-1, Lina 5)
AdjustedTes\ Year O1==f=\in9 Income (Loss) (Schedule GWB-1 o, UI16 ZB)
Requizad Increase in Operating Income (L24 - L25) s 1,M9,357

s
s

1 ,552,593
575,694

27
28
29

Income Taxes on Recommended Revenue (Cd. (F), L52)
IncomeTaxes on Test Year Revenue (Cd. (C). L52)
Required lnaease in Revenue \o PmviUe fer IncomeTaxes (L27 - L2B) s 973,999

30
31
32

s 21,377,068
11.000095

s
s

34

Recommended Revenue Requiwmerfl (Sdledule GWB-1, Una 10)
Uncnlieciible Rate (Line 10)
Uncoiledible Emqaense on Recommended Revenue (L24 ' L25)
Adjusted Test Year UncoNedible Expense
Required lnaeasa in Revenue tn Provide for UncoUarzible Exp. s

35
35
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Col A L1S)
lnaease in Property Tax Due to Increase in Revenue (L35-L36)

s
s

eaa.14o
803,072

38 Total Required lnasase in Revenue (Les + L29 + L37)

s

s

:As

2.s,0ea

2,558 .454

( B l (C) lm IE l'Fl

s
s
s
s
s
s
s
s

280,297
3,742,340

7, s0o
6.250
a_5oo

91 ,sao
1,158,496
1 2 7 2 3 9 6  I

Galcufation ollnoome Tax:
as Revenue (sm Gwar. Cd. [cl La s. 10)
40 Overairru Expenses Excluding Income Taxes
41 Syrrdlwnized Interest (L56)
42 Arizona Taxable Income (L39 . L40 . L41 )
43 Arizona Stare Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxahie Income (L43 . L44)
pa Federal Tax on Fem lnoome Stacker (SI . S50,000) @ 15%
47 Federal Tax on Second Income Blade ($50.001 . 875,GOQ) Q 25%

pa Federal Tax on Third Income Braden ($75,D01 . $100,D00) Q 34%
49 Federal Tax on Fourth Income Bracket ($100,001 - $335.0D0) @39%
50 Federal Tax m Fmh lnaome Bracket $335,001 -s10_000_oco) @34%
51 Total Federal income Tax_
52 Combined Federal and State Income Tax (L44 + L51 )

I
so AonNcable Tax Rm a4.0ocov.

Qalrsulation of Interest Svndrmnizafioni
54 Rate Base (Schedule GWB-3,Col. (C),Line 17)
55 WBi9n¢d Average Cost cf Debt
as Syndvonlzed Interest (L45 x L46)

.33
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Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
S T A F F

A S
ADJUSTED

LINE
n o .

(A )
C O M P A N Y

A S
FILED

S T A F F
A D JU S T M E N T S

1 $
$

$  207 , 782 , 205

2
3

Plant  in Service
CWIP in Rate Base
Less:  Accumulated Depreciat ion
Net Plant  in Service

$  211 , 145 , 154
$ 25,000,000

20,033,433
$ 216 , 111 , 721 $

(3,362,949)
(25,000,000)

(7,532)
(3,355,417)

20,025,901
$  187 , 756 , 304

LESS:

4
5
6

Contribut ions in Aid of  Construct ion (CIAC)
Less:  Accumulated Amort izat ion

Net  CIAC

$ 29,706,550
1 ,435,287

28,271,263

$ $ 33,138,836
1,435,287

31,703,549

7 Advances in Aid of  Construct ion (AIAC) 98,233,813

3,432,286

3,432,286

(1,189,832)

2,268,167

97,043,981

2,268,1678 Imputed Reg AIAC

9 Imputed Reg CIAC 796,965 796,965

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts
ADD:

(2,839,311)
19,040

(2,839,311)
19,040

11 1,409,860 (1 ,272,529) 137,331

214,9291 2 214,929

13 192,139 192,139

14

15

Cash Working Capi ta l

Prepayments

Suppl ies Inventory

Projected Capi tal  Expendi tures

Deferred Debi ts 3,529,517 (3,321,116) 208,401

1 6 Purchase Wastewater Treatment  Charges

1 7 Original  Cost Rate Base $ 96,976,395 $ (12,459,683) $ 59,516,712

References:
Column (A),  Company Schedule B-2
Column (B):  Schedule GWB-4
Column (C):  Column (A) + Column (B)

no



Refefenmc
Sdmdule GNB-5
Sdieduh GNB4
samaunna~e.1
Sd\l4ule GWB-8
Sd1a¢ule GNB-BA
so-eaune GN!-9B
Sdwdule GWELSC
Schedule GWB-BD

AL L !
1
2
a
4
i
§
z
a

Harm Awlmulatsd DupldMlun and AIAC
Wuddng Capital
lv11w1=4 Ro AIAc
D€le11Bd Denim
Which Tania CWIP Mllnnm
pa: To Year Guam
Ovefeapmdy d Alsenic Tl\a1meM Plant
Cl AIAC in CWIP
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Schedule GWE~4
SURREBLITTAL

SUMMARY DF ORIGINL cosT RATE BASE ABJUSTMENTS

III
COMPANY

[A]

888 l.EQ

[Bl

»no #1

[Cl

ADJ *Z

M

ADJ ms

[El

ADJ *4

IE]

£ 4 4 5 8 5

IF!

AQJX7 8 2 4 . 8

(Fl
STAFF

ADJUSTEDL\NE
ND.

ACCT.
up_ DESCRIPTION

PLANT IN sERwcE:

s s s s1 ,za
321,997

1.429,011
(24452)
s24,es2

s s

1 , 2 9
321,997

1,429,017
(2s,4s2)
a4.s52

9_008,8\s3
4,835,858
1,152,019
3,550,952

173284

s,nce,ssa
4,ase.as6
1,16Z010
3_550.952

1T3,2B4

1
2
3
4
s
S
7
s
9

1 0
1 1
1 2
1 :

(126,352)
(1,547,404)

(1,1!BvB32)
(399,361)

v

11_s14,aso
s2a,s4s

21.166,169
11,s72

1,271,551
9,373,581
8.055.757
5,710,217

21,371,152
a1.32s,47s
2s,os4,se2
13,375,039

89,875
11,273,D32
4,sss,s:m
11583,275

11,793,410

11,574,350
e2a,s4s

21.195,159
11.872

1,271,551
9,499,933
9,713,171
5,710,217

21.371,152
31,329,478
21,284,414
13,774,409

89.575
11,273,032
4,ess.a:4o
1,583,275

11,133,410

1 4
1 5
1 6
1 7
LB
1 9
2 0
2 1
n
2 3
24
2 5
z s
2 7
ZB
2 9
s o
3 1
3 2
a s
3 4
3 5 92,564

14,674
202,857

s2,ss4
74,674

202.657

a,sua
a,sna

to,ssa
1,4sz,701

:sao,sas

30,559
1,462,701

:4sn_sas

301000 Drganizltion
aozuoo Fnnmises
kazoo Lind L Lind Rights as
aoaauo Lind B Land Right P
303400 Land L Lind Rights WI'
303500 Lind a Lind Rights TD
season Land A Lind Riggs AG
a04100 Struck A Imp ss
304200 Shvd 5 Imp P
alano sum A \mp vv'r
394400 sum: s law TD
304600 Stud s Imp OMG;
:ao4aoo sun: I Imp Mils
305000 Cud ld a lmpour»amg
aovcoo was s spring:
a10100 Pawls Gwarauen Equip om:
311200 Pump Equip Emma;
311309 Pump Equip Diesel
311500 Pump Equip Other
3201 of WT Ewen Nun-Media '
aauoao Din Renrvnirs a Siandplpe
:31oo1 TD Mains Nd cxasmeu by son
331100 TD Manu 4itl 8 Less
3312418 TD Main: min IA! Bin
3313410 TD Mains 10lrl IN 1550
aa14oo TD Mains 1lln Ind GW.
332000 Erl Mains
333000 Sllviinai
334108 MeW!
334290 new Installation!
:ssooo Hyéranu
salvo Cum: P/E lnlirylbls
339900 Dlhll P/E Misc
339500 om-1 PIE TD
:440100 Ollicl Furniture a Equip
umm Camp s p=fi¢=h Et¢lp
341100 Trans Equlp L! DW Tris
341200 Trans Envi9Hvy numywn
:uzuoo sums Equipment
muon owl¢_shap,G=r=ge Equip
344090 libnralcwy Equipment
:usoao Power Operiiod Eguipmeni
348100 Comm Equip Nun-Telephorn
346208 Comm Equip Other
391100 Campier Equipment

8 z s r r r e m u
330000 Du Ruarvoan a Stsmtpivv
331400 TD Mlins 1Blr\ Ana so,

1547,404
399,361

1,647,404
399.351

304409 Shed B Imp TD
ammo TD M:i|vl 8in lb Be
331300 TD May: lm an 18:1
34S1W Rematch Ccnhul I Mnnlnunadan

w m5 4
2os,2as
74e.152

21,676

191154
za5,2as
748,152
21,578

r:r>npo»=rrI= Al I UGATTULI
304620 awa L 'my Luuhuld
340100 Otis: Fuudtuw I. Equip
345260 Camp I Puiph Equip
340390 Computer Software
a4a:oo Computer Saltware~O\her
a4aauo Tools,Shop,Garage equip
:4swo Comm Equip Nu\»T¢4¢phen¢
348300 Comm Equip OMer

u_aso
241.s27
as,ssa

aa7.1so
10.057
a_2vn

»a.o1s
1_0s4

4a,eso
241,927

s1_:9a
:sa1,190

10.as7
1.27/

49,019
1,0s4

as
37
38
as
49
41
42
43
44
as
i s
47
48
49
Sc
51
SO
53
54
55
56
57
so
59
so
51
so
ET
SO
as
as P*A! | nrzannn FROM CORF¥7RA'[E

:owco was a Springs
s10100 Fewer Genuulian Equip Gthuf
311200 pm-w Emir sum
320100 WT E4*1iP Nun-madil
339300 DOG! PE Mn
a4o2un 1=~m»> a p=fu=t- equip

s , e a
15.127
$1198

21a.1as
z l z u o

s_o1a

u s e
1s,127
s u n s

218,139
211:20

5 , o n

s o
e a
SO
1 0
1 1
7 2
1 :
7 4
1 5

(126,352) 207,762,205
(1,18B,532\ s

s (126,352) s s
20,925901

157,756,304

Tnhl FIa1vlll\ Suviu
CwlP ln R1 b B-0
A|=u|mm:t|d D|p|Bdi§aI\
NllF1ldlinSelv lce(L5l-L$9)

211_145_154
s zs.uno_oco

zu.o:a.4aa
$218,111,721

0.5321
s ¢1,1a2,a001 s s s

s ss 29,708,550
1.435.257

24.271,253
ss,za:_s13

s s s s s 3,432.285

a,4:+2,zns

33,135,835
1 ms 941

l1.1BB,B32)
225e.167

31,703,549
97,043,951
2_zsa_161

796.965
(2,B39,311)

19,040

19s_ses
(2-B39,311)

1a,040

11409,860 (127199 )
137,331

192.139
214,929

192.139
214,599

7 5
TO
pa
79
W
a l
Hz
BE
BE
as
as
B I
s o
as
so
91
s o
a s
9 4
9 5
a s
9 7
s o
as

1 0 0
1o1

Less;
cunuinuuam h Ass d Cunirucilen (<=1A¢)

Lam Acaamuialed AtoMization
nu cw: (Ls: - 1-44)

Amman m Asa no C°mv¢i°t\ lAaAcl
lmpuvlad Reg Advunuas
Impugn RE cIrc
Deferred Ineemu Tax Cvadki (Dlbhs)
Meter D¢F°15'S
Ann
Wnddng capo Allowance
Pumping Power
Furdsase Wxnevrataf TrsatmeuN Chavgas
Mnlerlal Ana Supplies lnvuWory
='=P*Y"1¢¢\"
CWIP in Rate Bu:
Duane Debits
or\gln31 can Rm Bass

3,529,517
s ss_91s,ass s 7,532 s (1 :27r2.529\ s (2.2Sl,157) s

114.321.1181
13,321,116) s (125,352) s n,432.2s6l s

zos.401
59,515,713

' Company desaibed asset as WT Blip man~madh however per engineering :spun it should be Waaev TreatnnerN EquipmentMedia (wild\ is for arsenic truatmeln dW)-

s 7 D45 765

{2.046755\
s lzs.noo_oaol

s 27048 765



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31 , 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[8]

LINE
no.

ACCT
Q Q Description
331.10 Mains 10" to 16"

Mains 10" to 16" Accumulated Depress.
AIAC

[A]
COMPANY

AS
FlLED
1,189,832

(7,532)
1,189.832

STAFF
ADJUSTMENTS

(1,189,832)
(7,532)

(1,1B9,B32)

[C]
STAFF

AS
ADJUSTED

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]

/



ARIZONA-AM ERICAN WATER COM PANY . AGUA FRIA WATER
Docket No. WS-01303A»08-0227
Test Year Ended December 31, 2007

Sched ule  G WB~5
S U R R E B U l lT A L

R A T E  B A S E  A D J U S T M E N T  # 2  -  WO R K IN G  C A P IT A L

[A] [ B ] [0] [E]

LINE
NO, D E S C R IP T IO N

C O M P A N Y
T E S T  Y E A R

A S  F ILE D

S T A F F
T E S T  Y E A R

A D J U S T M E N T S

[ C l
S T A F F

T E S T  Y E A R
A S

A D J U S T E D
LE A D / LA G

D A Y S
DO L L AR

D A Y S

$
$
$
$
s
$
s
$
$
$
$
s
s
$
$
s
s
s

1 , 440 , 877
901 ,487

1 , 954 , 815
1 , 121 , 555

(870 )
2,775,BD4

396 ,545
240 ,413

54 ,012
158 ,153
370 ,806

8 3 ,2 1 7
151 ,107
787 ,967
591 ,329
803 ,071
128 ,923

(138, 756)

s 1 , 440 , 677
901 ,467

1,5-154,615
9B1,930

(B70)
2 , 775 , 604

396 .645
240 ,413

64 ,012
1 s a ,1 5 3
370 ,806

53 ,217
161 ,107
787 ,967
121 ,761
838 ,140
125 ,923

1 ,552,693
1 , 898 , 583

14 , 836 , 043

12 .00
86 .87
32 .42
28 .47
30 .00
(3 .88)
(4 .54)
45 .00
30 .00
45 .00

7 .46
(10 .68)
30 .00
30 .00
30 .00

212 .50
1 5 . s 5
4 2 .0 4

106.52
764 .73

s
$
$
$
$
$
$
s
$
s
s
s
$
$
s
$
$
$

17, 288 , 125
78, 310, 438
63 , 375 , 087
27 , 955 , 547

(26, 1 DO)
(1D,769,344)

(1 ,840,431 )
10 , 818, 593

1 , 920 , 360
7 , 116 , 885
2, 766, 213

(575,158)
4,B'33,210

23 , 539 , 000
3, 652, 820

178, 104 , 847
2, 017, 849

65 , 275 , 227
202, 237 , 075
576, 000 , 045

L a b o r
P u r c has ed  Wat e r
F u d  &  P o w e r
C h e m i c a ls
Was t e  D is pos a l
M anag em en t  F ees
G r oup  Ins ur anc e
P ens ions
R e g u la t o r y  E x p e n s e
Insurance O ther  T han G roup
Cus t omer  Account ing
R e n t s
G enera l O f lioe  Expense
M is c e llaneous
M a in t enanc e  E x pens e
T axes  O t her  T han lncomeProper t y T axes
T axes  O ther  T han Income-O ther
Incom e T axes
In t eres t
T o t a l O p el at i n g  Exp en ses 11,B20,135

1 , 898 , 583
1 , 895 , 583

1
2
3
4
56 `

7
8
9

1 0
11
1 2
1 3
1 4
1 5
16
1 7
1 8
1 9
2 0
21
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
3 2
3 3
34
3 5
3 6

E x p e n s e L 89
Reven u e L ag
Net  Lag
Staf f  Ad jus ted  Expenses
Cash Work ing  Capi t a l
Company As Held
Staff Adjustment

Line 21,  Cd .  (E)  I  Cd  [C]
C o m p a n y Wo r k p a p e r s
Line 24 -  23
Line 20,  Col 35
L ine 25 '  L ine 26/ 365 d o;
Co Sched u le  B -5
T o  G WB - 4

45 . 56
48 . 943

3. 38
14 , 836 , 043

1371331
1 , 409 , 860

(1,272.529)

Ref e rences :
Column [ A ] :  Company Sched ule  C-1
Column [B] :  S taf f  ad jus tments  to expenses,  See Test imony GWB
Column [ C] :  Co lumn [ A ]  +  Column [ B ]
Column [D] :  Expense Lag s  Used  on Dog <et  WS-01303A-06-0403,  approved  in  Dec is ion No.  70372
Column [E ] :  Column [C]  *  Column [D]



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY AIAC

[C] (D)
GIAC

REMAING
BALANCE

cxAc
AMORTIZED

IA]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2005
2007

[B]

ADVANCE
AMOUNT

$ 27,385,370 $

s 27,385,370

4,051,534
4,213,134
4,213,134
4,213,134
4,213,134
4,213,134

$2s,117,203_ $

27,385,370
23,333,836
19,120,702
14,907,558
10,594,434
6,481 ,300
2,268,157
2,268,167

LINE
A g DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
6
7
8
g
10

None
Per staff
Company Proposed Imputed Reg. A\AC
Staff Adjustment $ s 2,268,167

I

REFERENCES:
Columns [A]: Fiscal Years
Column [B]; Beginning Balance per Decision No. 67093
Column III: Annual Amortization of Col [B] using 6.5 year reooveiy period per Decision No. 67093
Column II: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY .. AGUA FRIA WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31, z007

Schedule GWB . 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

DESCRIPTION
At December 31, 2007 2007

[C]
STAFF

AS
ADJUSTED

208,401
6,850,633

LINE

1
2 $

tAl
COMPANY

AS
FILED
3.529517
3,529,517

STAFF
ADJUSTMENTS

(3,321,115)
s (3,321,115)  s

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093 .
Column [C]: Annual Amortization of Col [B] usin§6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.

J



ARIZONA-AMERICAN WATER COMPANY s AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 A
suRREBu1' rAL

RATE BASE ADJUSTMENT #5 - WHITE TANKS PLANT IN CWIP

[B] IC]
STAFF

AS
ADJUSTED

ACCT
NO. Description

White Tanks Plant in CWIP s

[Al
COMPANY

AS
FILED

25,000,000

STAFF
ADJUSTMENTS
s (25,000,000) $

References:
Column [A]: Amounts induced in plant balances per tiling.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 B
SURREBUTTAL

RATE BASE ADJUSTMENT #s - POST TEST YEAR PLANT

[B]

ACCT

E Q
330000

331400

Desuiotion
Dist Reservoirs
Dist Reservoirs & Standpipe

[A]
COMPANY

AS
FILED

1 ,s47,404
399,351

2,046,765

STAFF
ADJUSTMENTS
s (1,647,404)

(399.361)
(2,046,755)$

s

[C]
STAFF

A s
ADJUSTED

References:
Column [A]: Amounts included in plant balances per tiling.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY .. AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 c
SURREBUTTAL

RATE BASE ADJUSTMENT #7 . OVERCAPACITY OF ARESENIC TREATMENT PLANT

ACCT

[A]
COMPANY

AS
FILEQ

9,499,933

[B]

320100
Desa'iotion

VVT Equip Non-Media

STAFF
ADJUSTMENTS
s (126,352)

[C]
STAFF

AS
ADJUSTED

$ 9,373,581

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB and Dorothy Hains
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-9 D
SURREBUTTAL

RATE BASE ADJUSTMENT #8 - CIAC ON CWIP

[B]

ACCT
NO., Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

[C]
STAFF

AS
ADJUSTED

CIAC 28,271 ,263 $ 3,432,285 $ 31,703,549

References:
Column [A]: Amounts included Per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]

r



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBU'ITAL

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[Al [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES

STAFF
RECOMMENDED

$ 17,913,497
905,117

$ $ 17,913,497
905,117

$ 2,558,455 $ 20,471,951
905,117

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 18,818,613 s s 18,818,513 s 2,558,455 s 21,377,068

$ $ $

(139,525)

(469,558)
(325,109)

35,068

1,4-40,677
901 ,457

1,954,815
981,930

(870)
2,775,604

396,645
240,413

64,012
158,153
370,806

63,217
161,107
787,967
121,761

4,071,081
838,140
128,923

1,552,693

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depredation & Amortization
Taxes Other Than Income-Property Taxes
Taxes Other Than Income-Other
Income Taxes

$
s
$
$
s
s
s
$
$
$
s
$
$
$
s
$
s
s
$

1,440,677
901 ,487

1,954,815
1,121 ,555

(870)
2,775,504

396,645
240,413

64,012
158,153
370,806

53,217
151,107
787,957
591,329

4,397,190
803,071
128,923

(138,756) 717,449

1,440,677
901 ,467

1 ,954,815
981,930

(870)
2,775,604

396,545
240,413

64,012
158,153
370,806

63,217
161 ,107
787,967
121 ,761

4,071,081
803,072
128,923
578,694 973,999

1,009,067
1,549,387

17,008,541

5
7
8
9

10
11
12
1 3
14
1 5
16
17
18
19
20
21
Z2
2 3
24
2 5
26
27
2B

Total Operating Expenses
Operating Income (Loss) $

15,217,325
2,601,288 s

(217,853)
217,853 s

15,999,474
2,819,140

$ 4,358,527

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 15
GTM 15

ADJ #
1 Tank Maintenance
2 Depreciation Expense
3 Chemicals Expense
4 Property Taxes
s Income Taxes

ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December 31, 2007

Surrebutial Schedule GTM~11

s'umMARy OF OPERATING INCOME ADJUSTMENTS .. TEST YEAR

[A]
COMPANY
AS FILED

[B]
Tank Mains

ADJ #1

[C]
Depreciation Exp,

ADJ #2

[D]
Chemicals

ADJ #3

[E]
Propexiy .Taxes

ADJ #4

[F]
Income Taxes

ADJ #5

[G]
STAFF

ADJUSTEDLINE
NO. DESCRIPTION

s 17,913,497
9D5,117

$ s $ s s $
$
$
s

17,913,497
905,117

$ 18,518,513 $ s s s s 18,818,613

$ $ s $ $ $

(139525)

(459,568)
(326,109)

1

1,440,577
901 ,457

1,954,815
981,930

(870)
2,775,604

396,545
240,413
64,012

158,153
370,806
63,217

151,107
7B7,967
121,751

4,071,081
803,072
128,923
578,694

1,440,577
901 ,457

1,954,815
1 ,121 ,555

(870)
2,775,804

396,545
240,413
54,012

158,153
370,806
53,217

151 ,107
787,957
591,329

4,397,190
803,071
12B,923
(138,755)

717,449

1
2 Water Revenues
3 Other Revenues
4 Other
s Total Operating Revenues
6
7
8 Labor
9 Purchased Water

10 Fuel & Power
11 Chemicals
12 Waste Disposal
13 Management Fees
14 Group Insurance
15 Pensions
16 Regulatory Expense
17 Insurance Other Than Group
18 Customer Accounting
19 Rents
zo General Office Expense
21 Miscellaneous
22 Maintenance Expense
23 Depreciation & Amortization
24 Taxes Other Than lncomeProperty Taxes
2s Taxes Other Than Income-Other
ze Income Taxes
27
2B
29 Total Operating Expenses
30 Operating Income (Loss)

s 15.217,325
s 2,501,285

s
s

(469,568)
469,568

s
s

(325,109)
326,1 OF

$
s

(139,625)
139,625

s
s

1

(1)

s 717,449
$ (717,449)

s
s

15,999,474
2,819,140



ARIZONA-AMERICAN WATER COMPANY in AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-12

O P E RAT I NG  I NCO M E  ADJ US T M E NT  # 1  -  T ANK M AI NT E NANCE  ACCRUAL

L I NE
n o . DE S CRI P T I O N

[A]
C O M P A N Y
P R O P O S E D

[B]
S T A F F

A D J U S T M E N T S

[C]
STAFF

RECOMMENDED

1 Main tenanc e Ex pens e $ 591 , 329 $ (469, 568) $ 121, 761

Repai r  and Maintenance Expenses
Calendar  y ear  2005
Calendar  y ear  2006
Calendar  y ear  2007

Total  for three year per iod
Normal izat ion Per iod

Norma l i z ed  A mount

58 , 559
153, 213
153 , 510
365 , 282

3
121, 761

Ref erenc es :
Co lumn (A ) ,  Company  S c hedu le  C-1
Column (B ) :  Tes t imony  GTM
Column (C) :  Column (A )  +  Column (B )



ARIZONA-AMERICAN WATER COMPANY -AGUA FRQA WATER
DockM Nm wso1:u:A-uaazzv
Tait Year Emit December 31, 2007

Sunrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATIQN Exrauss

[A]
PLANT

8 8 4 8 8 9 5

[Bl
DEPRECIATION

.P9JE

III
DEPRECIATION

s a w sUNE
NO.

ACCT,

a c ; DESCRIPTION

1 ,229
321,997

1,429,017
(28,-1520

624,552

9,008.963
4,836,355
1.151010
3.550.952

173,284

o.ooss
0.00%
0.00%
0.00%
D.D0%
0.60%
0.00%
1 5 0 %
1 5 7 *
1 _57*
1.67%
4.5379
0.00%
2.50%
3_33*
4 .42%

225.224
t o , n s
19.406
59,301

8.023

11 ,a74,as0
a z a , e 4 s

21,165,165
11,B72

1.211,551
9.499.933
5,085,767
5,710,217

21,371,152
:1.32s_47a
2s,094.saz
13,375,039

89 , 875
11.273_03z
4.sae,a3o
1.583.276

11,733,410

4.42%

395 , 416
3 5 . 5 2 6

8 3 5 , 5 4 5
5 2 5

5 6 , 2 0 3
474 , 997
1 3 4 , 5 9 8

a 7 , : a s
3 2 s , s 7 9
479 . 341
3 9 9 2 4 7
267 , 501

1 , 795
2 7 9 , 5 7 1
117 . 137

3 9 . 7 4 9
2 3 5 , 8 6 8

4 . 42%
4 . 4 2 %
5.00%
1 . a n s
1 5 3 %
1 .sass
15 3 %
1 .5398
2.oo%
2.00%
2 . 48%
2 5 1 %
2.51 as
2.00%
0 . 0 0 *

92.ae4
74,574

202,657

5,752
7.4s7

40,531

asks 345

30.559
1.482.701

390,585

4 .o 4 *
1g_ 00*
20.00%
1s.uoss

3.92%
4.02%
3 .71%
5.20%

11l_30*
4 . 9 a *

1,sae
1so,ssa

19,255

1 PLANT IN SERWCE:
2 301000 Organizatlan
3 302000 Franchises
4 suazno Land & Land Rights as
5 303300 Land L Land Rights P
6 303400 Land & Land Rights wr
7 303500 Land a Land Rights TD
B 303600 Land a Land Rights AG
9 3041 OD Slrud G Imp SS

10 304200 Sind & Imp P
11 304300 Slrud & Imp WT
12 304400 Strut a Imp TD
1 : 304500 Sired & Imp Offices
14 304800 sum & Imp Mis t
i s 305000 Called & impounding
i s 307000 Wells & Springs
17 310100 Power Gauexation Equip Omar
15 311200 Pump Equip Bev is
19 311300 Pump Equip Diesel
zo 311500 Pump Equip other
21 320100 Water Treatment Equipmsm nun-medla '
22 330000 Dist Reservoirs & Standpipe
23 331001 TD Mains Not Ciasslhod by sou
24 aa1 we TD Mains Ain a Less
25 331200 TD Mains Sin Io Bin
as 331300 TD Mons 10in to 16ir\
27 331400 TD Mains Bin and Gm.
pa 332000 Furs Mains
29 333000 Sarvicos
30 334100 MMDB
31 334200 Meier lnstallaiiuns
32 335000 Hydrards
33 339100 Olhsr PE lnlanglbie
34 339300 Other PE Misc
35 339500 Other PE TD
35 340100 Office Fumiimu & Equip
37 340200 Camp & Poriph Equip
38 341100 TransEquivL\Du¢y1nu
39 341200 Trans Equip Hay DrAy ms
40 342000 Stores Equipment
41 :vacuo Tools,Shop,Gango Equip
42 344000 Lahnnhxy Equipment
43 345000 Pawn: Opelatad Equipmuli
44 346100 Comm Equip Nun-Telephune
45 a4saoo Comm Equiv Olhar
AS 391100 Computer Equipment
4 1
i s P O S T 1 Y  p w cr
49 330000 Dist Reservoirs & Standpipe
so 331490 TD Mains Bin and Sm.
51
so
53

1547,404
399.361

1 .ans
2.00%

27,512
1,ss7

a04400
331250
331300
346190

Soma & Imp TD
TD Mains Sin lo Bin
TD Mains 10in iN Sin
Remain Comm! & lnsimmemailan

192.154
205.285
74a_152

21 ,sis

1 5 7 %
1.53%
1.53%
4.93%

3,209
3.141

11.447
1,0e9

14.28% 6.977
s , n 4
9.845

95,795
1 5 1 4

332
4,122

52

so
55
55
57
CB
59
GD
81
62
SO
54
55
as
67
s o

coRpoRAT£A1.4_oQAno~
304520 Sllvd a \mp Laauholu
340100 Office Fumitmn & Equip
340200 Camp & Psriph Equip
340300 Computer Snfiwili
a40300 Computer SoNwafstithur
343000 Tools,SI\op.Galuge Equip
:moo Comm Equip Nun-Telephnnn
346300 Comm Equip Othot

45,859
241,927

98,398
aa7_190

10_057
8,270

40.019
1_os4

4_04*
10 .00*
8 . W %
8 . 0 0 %
4.Q2*

10_30*
4.93%

229
559

z,ssa
15,401

REAu,ocA non FROM CORPORA TE
307000 Wells & Springs
31 moo Power Genssiliun Equip Other
:s11200 Pump Equip Elnwic
320100 WT Equip N041-medil
csasaao Other PIE Misc
340200 Camp & Psriph Equip

s_aas
15,121
s2.usa

218,139
212.320

5 . 0 n

3.33%
4.42%
4.42%
1 9 6 %
9.60%

10.00% SOB

e s
7 D
7 1
1 2
7 3
1 4
7 5
i s
T 7

Tmlil pram In S u n l c l 207.9GB,557 445% s_oas,ac:\

TB
79
t o
B I
12

301000
302000
303290
393309
393480
303500

1 .229
321,997

1,429,017

(25.4G2>
624,552

0.00%
0.00%
g_gg*
0.00%
0.00%
:moss

s 205,560,124 s 5,088,803

2 .48%

s 33,138,835

so
BE
BE
as
17
BB
as
90
91
BE
93

Lass Non Deptodable Play
Organization
Franchins
Lind a Land Right! ss
Lind s. Lind Rights P
Lana & Land Rights wr
Land a Una RightsTD
Na! Deplodlblo Plan! and Dspndation Amour;
Cnmposno Depreciation Rota
Less
Alnoltizanicn Of ReguMnvy CIAC at seufnmmt Rama
Amortization of CIAC at Composite Rate
Staff Recnmmomoo Depfodatbn Expense
Company Proposed Deprednlon Expense
Siifl Adjustment

(197,344)
20 7

4,011,081
4 397.190
(326,189)

s

s

Cd A
Col B
C d c

Rel yes'
Schedule swa-4
Prvzposea Rains par $taR Englnassing Repcut fur Non Nlucatad pure
Cd IA] times Col rel I



ARIZONA-AMERICAN WATER COMPANY - AGUA FRIA WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2001

Surrebutta l  Schedule GTM-14

OPERATING INCOME ADJUSTMENT #3  ;  CHEMICAL EXPENSE

LINE
n o . DESCRIPT ION

[A]
C O M P A N Y
P R O P O S E D

[B]
ST AF F

AD J U ST M EN T S

[C]
ST AF F

R E C O M M E N D E D

1 Chemica ls $ 1,121,555 $ (139,625) $ 981,930

References:
Column (A) ,  Company Schedule  C-1
Column (B) :  Test imony GTM, GTM-8.12
Column (C):  Column (A) + Column (B)



STAFF
RECOMMENDED

LINE
n o . I DESCRIPTION

STAFF
AS ADJUSTED

ARiZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 20o7

Surrebuttal Scheduie GTM-15

OPERATING ADJUSTMENT #3 . PROPERTY TAX EXPENSE

[A] [Bl

$ 18,818,613
2

37,637,226
18,818,613
56,455,840

3
18,818,613

2
37,637,226

1,422,630

$ 18,818,613
2

37,637,226
21,377,068
59,014,294

3
19,671 ,431

2
39,342,863

1,422,630

39,059,856
0.23

8,983,767
8.94%

803,072
803,071

40,765,493
0.230

9,376,063
8.94%

$
$
s 1

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
W eight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of cwlp - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
s
s

838,140
803,072

35,068

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement .
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

s
$

35,068
2,558,455
1.37067%

REFERENCES: 0
Line 15; Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23; Schedule GW B-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . AGUA FRIA WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, zool

Surrebut ta l  Schedule GTM-16

OPER A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A XES

L I N E  A C C T
n o . n o . D E S C R I P T I O N

[ A]
C O M P A N Y
P R O P O S E D

[ 8 ]
S T A F F

A D J U S T M E N T S

1 I nc om e T ax es $ (138, 756) $ 717 , 449

[ C ]
S T A F F

R E C O M M E N D E D

$ 578,694

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A) + COlumn (B)

1



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB- 1 REVENUE REQUIREMENT
GWB- 2 GROSS REVENUE CONVERSION FACTOR
GWB- 3 RATE BASE - ORIGINAL COST
GWB- 4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
GWB- 5 RATE BASE ADJUSTMENT #1 - WORKING CAPITAL
GWB- 6 RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC
GWB- 7 RATE BASE ADJUSTMENT #3 - DEFERRED DEBITS
GWB- 8 RATE BASE ADJUSTMENT #4 - OVERCAPACITY ARSENIC TREATMENT PLANT
GWB- 9 RATE BASE ADJUSTMENT #5 - TRANSFER OF PLANT TO MOHAVE WATER
GWB- 9A RATE BASE ADJUSTMENT #6 - AIAC IN CWIP
GWB- 10 OPERATING INCOME STATEMENT .. TEST YEAR AND STAFF RECOMMENDED
GTM- 11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
GTM- 12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
GTM- 13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
GTM- 14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
GTM- 15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE
GWB- 16 OPERATING INCOME ADJUSTMENT #5 - CHEMICALS EXPENSE



381,731$381,731ss (815,804)

ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
suRREBu1'rAL

REVENUE REQUIREMENT

LINE
n o . DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(8)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ s $

$

$

$

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / LI )

$

4,221 ,474

(131 ,419)

-3.11%

$

4,221 ,474

(131,419)

~3.11%

3,791 ,385

31,245

0.82%

3,791 ,385

31 ,245

0.82%

7.34%
4 8.40% 8.40% 7.34%

5 $ $

$

354,604 $

$

$

$6 $

354,604

(486,023)

1.5785

278,288

247,042

1.5452

278,288

247,042

1 .5452
7

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (L5 - LE)

Gross Revenue Conversion Fodor

8 Is

g $ $

$10

$

$

1,025,586

210,782

-79,47%

$

$

486,023

1.6785

815,804 I

1,025,586

210,782

79.47%

$

1,026,586

1,408,317

37.18%

1,025,585

1,408,317

37.18%
11

12

Required Revenue Increase (L7 " LS)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + LQ)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11 .50% 10.00% 10_O0%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, ZD07

Schedule GWB-2
SURREBUTFAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C)LINE
no. DESCRIPTION

1
2
3
4
5
s

Calculation of Gross Revenue Conversion Factor:
Revenue
UncollecJb.% Fodor(Line 11)
Revenues (LI - L2)
Combined Federal and State IncomeTax and Property TaxRate (Line 23)
Subtotal (LE- L4)
Revenue Conversion Factor (L1 I L5)

100.0000%
D.DODD%

10D.00DD%
3552838%
S4.71B4%
1.545204

100.0000%
34.3479%
G5.6521%
0.0000%

7
B
9
10
11

Calculation of Uncollectible Factor.
Unity
Combined Federal and State Tax Rate (Line17)
One Minus Combined IncomeTax Rate (L7 - L8 )
Uncollectible Rate
Uncollectible Fodor (LE 4 L10 ) D,0000°/s

100.0000%
6.9680%

93.0320%
29.430e%
27.3799%

12
13
14
15
16
17

Calculaticur of Efiecdve Tax Rate:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16) 34.3479%

100.0000%
34.3479%
55.6521%
1.4253%

0.9357%

18
19
20
21
22
23

Calculation ofEffedive Properfv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (L1B-L19)
Property Tax Factor (GTM-14, L24)
Effective Property Tax Factor (L20'L21)
Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

35.2836%

s
s

275,288
31 ,245

24
25
26

Required Operating Income (Schedule GWB-1 , Una 5)
AdjustedTest Year Operating Income (Loss) (Schedule GWB~1 o, Line 27)
Required Increase in Operating Income (L24 - L25) s 247,042

s
s

90,400
(38,847)

27
28
29

Income Taxes on Recommended Revenue (Cd. (F), L52)
Income Taxes on Test Year Revenue (Cd. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L2B) s 129,248

s 1,408,311
0.0000%

s
s

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uneollectibre Rate (Line 10)
Urlcol\e¢:!ible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uneo¥lectible Exp. s

35
35
37

Property Tax with Recommended Revenue (GW-1 s, 20)
Property Tax on Test Year Revenue (GTM-15, Cd A, L1S)
hrcrease in Properly Tax Due to Increase in Revenue (L35~L36)

s
s

49,625
44.184

CB Total Required Increase in Revenue (Les + L29 + L37)

s

s

5,441

381,731

Reoommeded
1,408,317
1 ,039,S29

120,945
247,743
6.96BD%
17,263

230,4B0
7,soo
6,250
a,soo

50,888

Staff Adj. Tea: Year Staff
s 1,026,586 s
s 1,034,188 s
s 120,945 s
s (128,547) s

s.9sa0%
(8,957) s

(119,590) s
(7,500) s
(6,250) s
(B,500) $

(7540) s
- s

(29,890) s
(3B,B47) s

s
s
s
s
s
s
s
s
s

73,138
90,400

29.43%

s 3,791,385
3.1900%
120,945

s

s

3,791 ,385
3.19DO%
120,945

39
40 Revenue (Sch GWB-1, Col. [C] LE & 10)
41 Operating Expenses Excluding Income Taxes
42 Synchronized Interest (L55)
43 Arizona Taxable Income (L39 . L40 - L41)
44 Arizona State Income Tax Rake
45 Arizona Income Tax (L42 x L43)
48 Federal Taxable Income (L43 - L44)
47 Federal Tax on I9rst Income Bracket (so - $5D,D00) @ 15%
48 Federal Tax on Second Income Bracket ($50,001 - $7s,000) @25%
49 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
50 Federal Tax on Fourth Income Bracket ($100,001 - $335,D00) @39%
51 Federal Tax on Fifth Income Bracket ($335,001 -$10,ooo,000) @ 34%
52 Total Federal Income Tax
53 Combined Federal and State income Tax (L44 + L51)
54
55
56 Applicable Federal Income Tax Rate
57
5B Calculation of Interest Svnchronizalion:
59 Rate Base (Schedule GWB-3, Col. (C), Line LB)
60 weighted Average Cost of Debt
61 Synchronized Interest (L45 X L46) s



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTrAL

RATE BASE .. ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$
$
$

9,837,304
1,327,687
8,509,617 $

(865,017)
(45,790)

(819,227) $

8,972,287
1,281,897
7,690,390

LESS:

4
5
5

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 1 ,361 ,843
6,753

1,355,090

$ $ 1,372.488
6,753

1,365,735

7 Advances in Aid of Construction (AIAC) 3,217,334

10,645

10,845

(656,267)

34,679

2,561,067

34.6798 Imputed Reg AIAC

9 imputed Reg CIAC 113,427 113,427

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD."

(131,385)
512

(131,385)
512

11 Cash Working Capital 102,420 (76,105) 26,315

4.556 4,556

4.486 4,486

12 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits 155,374 (145,701) 9,673

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base S 4,221 ,474 $ (430,089) $ 3,791,385

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)

- I



Rdaaenoes:

Working Capital Sdledule GWB-5
Imputed Reg AIAC Sdwdule Gws-s
Defend Debits Sdwdule GWB-7
Overcapadiy of Arsenic Tluatsnent Plawl Sd\a¢lle GWB-6
Tranter M Plant to Mohavo Water Sdmdnle GWB-9
CIAC removal on CWIP Sdledzle GWB-9A

J *

1
z
3
4
s
s

ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. ws-n1sn1A-ua-ozz7
Test Year Ended Dncemher 31, 2007

Schedule GWB-4
SURREBUTYAL

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

UNE ACCT.
NO. DESCRIPTION

[Bl

ADJ #1

[q

ADJ #2

[ 0 ]

ADJ #3

IE]

ADJ #4

[El

ADJ #5

(Fl

.ADJ#6

F l
STAFF

ADJUSTED

PLANT IN SERVICE
1u_144

41,597
s s s s

10_144

41,597

2,096,595
99_9s6

(63,517) 2,033,378
99,968

2o,s9e
29,595

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

148,253
314,517

58D
1,z95_02a

148,253
573,245

50.935
1.352.954

Asa,-szsl
(50,355)
(57,926)

(143,585)
(99595)

4,202
25B,942

1,356,012
758,554
442,775
ss9,os4
730,555
278,915
175,585

17,253

(108,829)

s
s
s
s
s
s
s
s
s
s
s

4102
115,257

1,256,317
758,554
442,775
B5D135
130,665
278,915
175,585

17,253

115,045
:s,z54

23,678
75,510

(82582)

s
s
s
s
s
s
s
s
s
s
s
s

33,463
3254

23,57B
75,510

1
2
3
4
5
s
7
B
9

I D
11
12
13
14
15
i s
17
l a
19
20
21
22
23
24
25
be
27
pa
29
30
31
32
33
34
35
SO
37
ea
39
40

301000 Organization
302000 Franchisers
303200 Land a Land Rights as
303300 Lind & Land Rights P
303500 Land & Lilrld Righ\s.TD
303600 Land s. Land Right AG
304100 Sind a Imp SS
304200 Simc:t & Imp P
304300 SWCII & Imp WT
304400 Strict & Imp TD
304500 suua & Imp Offices
a04soo $0rud a Imp Misc
305000 Called & Impounding
307000 Wells a Springs
310100 Power Generation Equip Other
311200 Pump Equip Eluciric
311300 Pump Equip Diesel
311500 Pump Equip Oihsr
320100 WT Equip Non~Madi2 '
330000 Dis! Reservoirs a. Standpipe
331001 TD Mains Nut Ciassitied by Size
331100 TD Mains am L Less
331200 TD Mains Sin 10 bin
331300 TD Mains 10in lb 15in
333000 Services
334100 Msiets
334200 Meter lnstallalions
335000 Hydrants
339100 Oiler P/E lni linglbls
339250 Gluer PIE SS
340100 Office Fumiturs & Equip
340200 Comp s. Perish Equip
341100 Trans Equip U Duty Tris
M1200 Trans Equip Hvy Duty Tris
342000 Stare: Equipment
343000 Tads,Shop,Garage Equip
344000 Laboratory Equipmnnl
345000 Power Operated Equipment
345100 Comm Equip Nan-Telephone
346300 Comm Equip OMar

17,azz
s o

:s:a,o93
11,702
44,413

17,822
450

33,093
11,792
44,41a

41
42
43
44
i s
45
4 1
pa
49

2251
2,261CORPORATIDN ALLDCA TION

304520 Stud & Imp Lnanhold
331001 Main:
340100 Oi'Eea Ful1\i1urn a Equip
a40zoo Comp A Perish Equip
340300 Campuler Sfahwar:
340300 Camputcr Sofiwanu-Other
343000 Tools,Shap,Garaga Equip
:\4s1o0 Cmnrn E=wip Non»Telephons
345300 Comm Equip Other

11,195
4.553

17,917
465
Asa

1_as2
49

11,195
4,553

17,917
465
383

1,ss2
49

Post Test Year Arsenic O&M Dafenali
Cos! for Media Repiaclmanl in Havasu (Mardi, 2808)
AdAAFUDC - Cost times Me times # ofmonthl

suuwux $94,996

EBa_sm
ss,e9s

so,:auo
6,696

5 0
5 1
5 2
5 3
5 4
5 5
5 6
5 7
CB
5 9
B B
6 1
6 2
6 3

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

Total Plant in S i l v i a : 9,837,304 (143,685) (721 _so 8,9T2,2B7
SO

Aacnmulabd Deprsdltian
Nut Plant in Service (L5B - L 59) s

1 ,327,S87
15,509,617 s s

(45,790)
(575,542) s s

1,281 ,897
T 590,390

s s s s O s 10,645

1o,e4s

s1,3e1_a43
5,153

1,355,090
3,217,334 (655257)

$34,679

1,372,488
6,753

1,365,735
2,561 ,067

34,e1s
113,42'I

(131,355)
s12

113,427
(131,385)

512

102,420 (78,105)
26.315

4_45s
4_sss

4,4es
4,556

as
65
57

BB
69
70
71
72
73
74
75
75
T7
78
79
BO
81
82
BE
BE
85
86

LESS:
Conivihulions in Aid cf Cunshudisn (¢IAr=)

Lass: Accumulated Amonizntion
nu cw: 0.53 - L64)

Advanazs in Aid of Constudicn (AIAC)
lmputad Reg Advances
lmpuiud Reg GIAC
Oefanuu Income Tax Cf-5um (r>=bn=)
Custamur Meer Dapusits

4 4 ;
Working Cipibll Allowance
Pumping Puwar
Puldnse Wastewater Truatmant Charges
Matarid and Suppliers tnvemury
Prepayman':
Prujedad Cipiill Enpendiures
Defefrld Debits
Original Cost Rats Base s

155,374
4,221,474 s (75,105)

(145,701)
s 1145.701\_ ...(1.4..§¢§§§) .§.. ..-!1.2,z1§z. .m,t»4.§t.

9.673
s  3 3»__'/91,355 l

1 Company described asset as \NT Equip man-macia however par eng'mselir\g rerun it should be Water Treatment Equipmsni~M¢dia (which is for arsenic treatment plant),

KAI
COMPANY
AS FILED

s 679

s 143 sos
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ARiZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB- 5
SURREBUTTAL

RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC

[Bl [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

ADVANCE
AMOUNT

$ 41B,704

ClAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE
s 418,704

355,759
292,343
227,927
163,511

99,095
34,679

$ 34,679s 418,704

61,945
54,415
64,415
64,416
64,416
64,416

s 384,025

LINE
m ; DESCRIPTION

1 Beginning Balance Per Decision No. S7093
2 None
3 None
4 None
5
6
7
s
g
10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment $ $ 34,679

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 57093
Column [C]: Annual Amortization of Col [B] using 6.5 year leoovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 57093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB . 7
SURRESUTrAL

RATE BASE ADJUSTMENT #3 . DEFERRED DEBITS

IB]

2007

LINE
no . DESCRIPTION
. 1 At December 31, 2007

6 _s

IA]
COMPANY

AS
FILED

155,374
155,374

STAFF
ADJUSTMENTS

(145,701)
(145,701) ss

[C]
STAFF

AS
ADJUSTED

9,673
301,075

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31 , z007

Schedule GWB - B
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . OVERCAPACITY OF ARESENIC TREATMENT PLANT

[B]

ACCT
no . Descrintaon

32010( WT Equip Non-Media

[A]
COMPANY

AS
FILED

258,942

STAFF
ADJUSTMENTS

$ (143,685) $

[ q
STAFF

AS
ADJUSTED

115,257

Rderences:
Column [A]: Amounts included in plant balancesper ming.
Column (B): Per Testimony GWB and Dorothy Hairs
Column (C): Column [A] plus Column [B]

9



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-G8-0227
Test Year Ended December 31, 2007

Schedule GWB - 9
SURREBU'rTAL

RATE BASE ADJUSTMENT #5 - TRANSFER OF PLANT AND CIAC TO MOHAVE WATER

[5] [C]
STAFF

AS
ADJUSTEDACCT

no .

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

s $ s 2,033,378
314,816

sao
1,295,027
1,256,317

850,235
33,463

5,783,815

304100 Struck a Imp SS
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
330000 Dist Reservoirs & Standpipe
331200 TD Mains Gin to Bin
339250 Other P/E SS

Brand Total s

2,096,895
573,245
50,935

1,352,954
1 ,356,012

959,064
116,045

5,505,149 s

(53,517)
(258,428)

(50,355)
(57,926)
(99,595)

(108,829)
(82,582)

(721,333)

For Associated Plant
ACCUMULATED DEPRECIATION

1,327,687

3,217,334

s (45,790)

s (656,257)

s 1,281,897

$ 2,561,067
AIAC

References:

Column [A]: Amounts included in plan! balances per Filing.
Column (B): Per Testimony GWB
Column (c): Column [A] plus Column [B]

Description



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB , PA
SURREBUTTAL

RATE BASE ADJUSTMENT #s . CIAC ON cwlp

[B]

ACCT
no. Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

[C]
STAFF

AS
ADJUSTED

AIAC 1,355,090 s 10,545 s 1,355,735

References:
Column [A]: Amounts included Per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]

I



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [81 [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAF F

TEST YEAR
A S

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 1,003,475
23,110

s $1,003,475
23,110

s 381,731 $ 1,385,207
23,110

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 1,025,585 s $1 ,D26,58S s 381,731 s 1,408,317

$ 204,741 s 204,741 $ $ 204,741

7,916

(187,950)
(103,694)

7 3 5.441

111 ,139
96,165

(52)
155,461
63,729
35,586
3,a4o
8.974

22,062
5,059

13.61 e
4z,e44
10,747

187,555
49,625
17,638
90,400

1 ,130,029
278,288

5
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depredation & Amoitization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes
Total OperatingExpenses
Operating Income(Loss) s

111,139
88,249

(52)
156,451
63,729
35,586
3,840
8,974

22,052
5,059

13,618
42,e44

198,697
291,351
44,112
17,638

(159,839)
1,158,005
(131 ,419) $

120,992
(162,665)
162,665 s

111 ,139
96,165

(52)
166.461
53,729
35,586
3,840
8,974

22,062
5,059

13,61 e
42,644
10,747

187,656
44,1a4
17,638
(38,847)
995,341
31,245 $

129,248
134,689
247,042 s

References:
Column (A): Company Schedule C-1
Column (B): Schedule GWB 11
Column (C): Column (A)+ Column (B)
Column(D): Schedules GWB 2, Lines29 and 37
Column (E):Column(C) + Column (D)



ADJ #
1 Tank Maintenance Aocmal
2 Depreciation Expense
3 Property Taxes
5 Income Taxes
s Chemicals

References:
GTM 12
GTM 13
Gm  14
GTM15
GTM 18

Surreebuttal Schedule GTM-11
ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08»0227
Test Year Ended December 31, 2097

sUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

{Al
COMPANY
AS FILED

[B]
Tank Mains

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D]
Property Taxes

ADJ #3

[E]
IncomeTaxes

ADJ #4

[F]
Chemicals

ADJ #5

[G]
STAFF

ADJUSTEDLINE
no , DESCRIPTION

s 1,003,476
23,110

s s $ s 1,003,476
23,110

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 1,025,586 $ s s $ s

$
$
$
s 1 ,026_58s

s s s $ $ 204,741
$ 204,741

7.915

(1 a7,950)
(103,694)

73

111 ,1 as
96,165

(52)
166,451

63,729
35,586
3.840
8,974

22,062
5,059

13,61 s
4z,e44
10,747

187,655
44,184
17,638
(38,847)

e
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
15 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes~Property Taxes
24 General Taxes-Other
25 incomeTaxes

111 _139
BB,249

(52)
166,451
83,729
35,586
3,840
8,974

zz,oe2
5,059

13,516
42,644

198,597
291,351
44,112
17,638

(159,B39) 120,992

s
_s

s
s

(103,5941
103,694

s
s

73

(73
s 120,992 $ 7,916

s (7,916)_
s
s

995,341
31,24526 Total Operating Expenses

27 Operating Income (Loss)

1,158,005
(131,419)

s (187,950)
s 187,950 s 120.992



ARIZONA-AMERICAN WATER COMPANY 11 HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut t a l  Sc hedu le  GTM-12

O P E RAT I NG  I NCO M E  ADJ US T M E NT  # 1  -  T ANK M AI NT E NANCE  ACCRUAL

L I NE
n o . DE S CRI P T I O N

[ A ]
C O M P A N Y

P R O P O S E D

[B]
S T A F F

A D J U S T M E N T S

[ C]
S T A F F

R E C O M M E N D E D

1 Main tenanc e Ex pens e $ 198 , 697 $ (187, 950) $ 10 , 747

Repai r  and Main t enanc e Ex pens es
Ca lendar  y ear  2005
Ca lendar  y ear  2006
Ca lendar  y ear  2007

Total  for  three year per iod
Normal izat ion Per iod

Norm a l i z ed  A m oun t

16 , 662
6 , 712
8,866

32, 240
3

10,747

Ref erenc es :
Co l um n (A ) ,  Com pany  S c hedu l e  C-1
Column (B ) :  Tes t imony  GTM
Column (C) :  Column (A )  +  Column (B )



ARiZONA-AMERICAN WATER COMPANY . HAVASU WATER
Dccke! No. WS-013l)3A-98-0227
Test Year Ended December 31 , ZW?

Sunrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE
NO.

ACCT.
M DESCRIPTION

IA ]
PLANT

BALANCE

IB]
DEPRECIATION

RATE

[Cl
DEPRECIATION

EXPENSE

10,144

41,597

2,033,378
99.968

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.58%
0.00%
0.00%

52,461

zo,s9a 2.58%
0.00%
2.54%
2.54%
3.83%
3.83%

534

148,253
314,817

sao
1,295,028

a,7ee
7,996

22
4s_soo

4,202
258.942

1,255,317
758,554
442,775
850,235
730,665
135,231
175,586

17.253

0.00%
5.00%
2.33%
2.10%
2.10%
2.10%
2.10%
2.89%
3.52%
3.52%
1.99%

12,947
29,272
15,930

9,298
17,855
15,344

a,9os
e, ts1

607

33,463
3,254

23,878
76,510

145
2,aes

15,302

1

0.00%
4.47%

10.00%
20.00%
15.00%
3.93%
4.49%
3.06%
2.55%
8.37%
e.19%

17,822
460

aa,o9a
11,702
44,413

800
14

B44
979

2,749

r'
2.261 323

11,195
4,ssa

17,917
465
383

1.852
49

14.28%
2.10%
4.47%

10.00%
25.00%
25.00%

4.49%
5.37%
8.19%

500
4-55

4,479
116
17

155
3

88,300
e,s9e

Rounding
Total Plant in Service 8,972,287 2.84% 254,973

Less Non Depredabie Plant
Organization
Land & Land Rights SS
Land & Land Rights AG

10,144
41,597

0.00%
0.00%
0.00%

s 8,920,546 s 254,973
2.86%

1 PLANT IN SERVICE:
2 301000 Organization
3 302000 Franchises
4 303200 Land & Land Rights SS
5 303300 Land & Land Rights P
5 303500 Land a Land Rights TD
7 303600 Land & Land Rights AG
8 304100 Sired a. Imp SS
9 304200 SUUC1 a. Imp P
10 304300 Strict & Imp W T
11 304400 Sl id & Im p TD
12 304600 Strut & Imp Offices
13 304800 Sind & Imp Misc
14 305000 CoIIed & Impounding
15 307000 Wells a Springs
16 310100 Power Generation Equip Other
17 311200 Pump Equip Electric
l a 311300 Pump Equip Diesel
19 311500 Pump Equip Other
20 320100 Water Treatment Equipment non~me5ia '
21 330000 Dist Reservoirs & Standpipe
22 331 O01 TD Mains Not Classified by Size
23 331100 TD Mains min & Less
24 331200 TD Mains Bin to Bin
25 331300 TD Mains 10in Io Sin
Zs 333000 Services
27 334100 Meters
2B 334200 Meter Installations
29 335000 Hydrants
30 3391 DD Othber PIE Intangible
31 339250 Other PIE SS
32 340100 O1'Ece Fumitwe 8- Equip
ea 340200 camp 5. peffph Equip
34 341100 Trans Equip L\ Duly Trks
35 341200 Trans Equip Hvy Duty Tris
as 342000 Stores Equipment
37 343000 Tons,Shop,Garage Equip
38 344000 Laboratory Equipment
as 345000 Power Operated Equipment
40 348100 Comm Equip Non-Telephone
41 348300 Comm Equip Other
42
pa CORPORATION ALLOCA TION
44 304620 Strict a Imp Leasehold
45 331001 Mains
45 340100 Office Fumituna a Equip
47 340200 Comp s. Perish Equip
48 340300 Computer Software
49 340300 computer Sol'twale~Other
50 343000 Tools_Shop,Garage Equip
51 346100 Comm Equip Non-Telephone
s z 346300 Comm Equip Other
53
54 Past Test Year Arsenic O&M Defenal:
55 Cost for Media Replacement in Havasu (March, 2008)
56 Add AFUDC - Cost times rate times # eA' month
57
58
59
60
51
62
es aolooo
64 k a z o o
65 303600
65
67
ea
GO
70
71
72
73
74

s 1,372,488 s
s

Net Depreotable Plant and Depredation Amounts
Composite Depredation Rate
Less
Amortization of Regulatory CKAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

2a_oa7
39.229

187,656
291 ,351

(1os,ss4l

COA
CdB
w e

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col tAl times Col [61 |



STAFF
RECOMMENDEDLINE

no. DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY.TAX EXPENSE

[A] [B]

$ 1,026,586
2

2,053,172
1,026,586
3,079,758

3
1,026,585

2
2,053,172

13,454

$ 1,026,586
2

2,053,172
1,408,317
3,461 ,489

3
1,153,830

2
2,307,659

13,454

2,065,526
0.23

475,324
9.30%

44,184
44,112

73

2,321 ,113
0.230

533,856
9.30%

$
$
s

1
2
3
4
5

6
7
8
g

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2005
W eight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 18)
Increase in Property Tax Due to increase in Revenue Requirement

$
$
s

49,625
44.184

5,441

22
23
24

lnerease in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

5,441
381,731

1.42533%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GW B-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T #4  -  I N C OM E T AXES

L I N E  A C C T
n o . n o . D ESC R I PT I ON

[ A ]
C O M P A N Y
P R O P O S E D

[ B]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 I ncome Taxes $  ( 1 5 9 , 8 3 9 ) $ 120 , 992 s (38,847)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - HAVASU WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2o07

Surrebuttal Schedule GTM-16

OPERATING INCOME ADJUSTMENT #5 ; CHEMICAL EXPENSE

LINE
n o . DESCRIPTION

IB]
STAFF

ADJUSTMENTS

1 Chemicals

[A]
COMPANY
PROPOSED

$ 88,249 $ 7,916 s

[C]
STAFF

RECOMMENDED

96,165

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (c): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB- 1 REVENUE REQUIREMENT
GWB- 2 GROSS REVENUE CONVERSION FACTOR
GWB- 3 RATE BASE - ORIGINAL COST . .
GWB- 4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
GWB- 5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
GWB- 6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
GWB- 7 , RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
GWB- 8 RATE BASE ADJUSTMENT #4 as DEFERRED DEBITS
GWB- 9 RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT
GWB- 9A RATE BASE ADJUSTMENT #6 - CIAC/ AIAC ON CWIP
GWB- 9B RATE BASE ADJUSTMENT #7 - TRANSFER OF PLANT FROM HAVASU
GWB- 10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
GTM- 11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
GTM- 12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
GTM- 13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
GTM- 14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
GTM- 15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE



$ 231 ,490

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
n o . DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

<D)
STAFF
FAIR

VALUE

$ $

$

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1)

$ 12,041,310

37,140

0.31%

$

$ 12,041 ,310

$ 37,140

0.31 %

$

8,909,632

513,875

5.77%

8,909,632

513,875

5.77%

4 8.40% 8.40% 7.34%

5 $

$

$

$

s

$

$

$6

Required Rate of Return

Required Operating Income (LE " LI)

Operating Income Deficiency (L5 - LE)

Gross Revenue Conversion Factor

1,011,470

974,330

1.6990

1,011,470

974,330

1.6990

7.34%

653,967

140,092

1.5524
7

B $ 1 ,S55,405 $ 1,655,405 Is

9 $ $

$

$

$10

$

$

5,113,631

5,769,036

32.37%

$

5,113,631

6,769,035

32.37%

653,967

140,092

1.6524

231,490 I

5,113,631

5,345,121

4.53%

5,113,531

5,345,121

4.53%
11

12

Required Revenue Increase (Ly ' Ls)

Adjusted Test Year Revenue

Proposed Annual Revenue (L8 + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.50% 11 .50% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Shllkaeammended

s 232,438 s s

Test Y-'

s s 144.311s

mum-wa na : uaunvowur
om

Mahlvn Water
one

s
s
s

5.345.121
4.451.717

n4211
s eoz_1sa

esaauss
s s

41.960
s o n s

1.soo
6.250
1.500

a1.aso
75.577

190,477

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s

uamnwaur

s
s
s

5,113,531

4,4ss.aas
284,211

s s an.s 314,
n a n a *

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

: u s e
4.40s

118.301

s 2s.osz
s s41,aas
s 1.soo
s 8.250
s s.soo
s
s
s

l°hlvlwIllr
s 8,909.92

3.1900*
s 2B4217

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December31, zoal

ScheduleGWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(Bl (C) (Di [El [Fl
(A)UNE

_NCL DESCRIPTION

1
2
3
4

5
s

Caleulatinn of Gross Revenue ConversionFactor:
Revenue
Unwnedbne FaC1OY (Line 11)
Revenues (L1 . LE)
Combined Federal and State Income Tax and Properly Tax Rate (Lille 23)

Subzetal (LE . LE)
Revenue Conversion Factor (L1 I LS)

1 W.WOO%
0.0000%

100u000%
39.4824%
5D.517S%
1 .552412

100.D000%
3B5989%
SI .4011%
D.Doo0%

7
8
9

1 0
1 1

Calculation of Uncollectible Factor:
Unity
Cfrmbinad Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE l L1D )

oneness

1 ofoooo%
5.9680%

93.0320%
:s4.0000%
31.6309%

12
13
14
15
16
17

Qalculalion ofEHIec11'1»e Tax Rafe:
Operating Income Befule Taxes (Arizona Taxable Income)
Ariztlha State Income TaxRate
Federal Taxable Income (L12 - L13)
Applicable Federal IncomeTax Rate (Line 44)
Effective Federal IncomeTax Rate (L14 xL15)
combined Federal and state Income TaxRate (L134-L16)

sassa9ss

1D0.0000%
3B.5989°/u
61 ,4011 %

1 .4390°/l
0.883599

Calculation of Efl9eC11'\»2 Fvrxaenv Tax Facto(
LB Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined lncume Tax Rate (LI B-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective PIuparty Tax Factor (L20'L21 )
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

39.452-1%

s
s

653,967
513,87524 Required Operating Income (Sdledule GWB-1, Line 5)

25 AdiustedTest Year Operating lnaofne (Loss) (Sdledule GWB-10, Line 29)
2B Required Increase in Operating Income (L24 - L25)

s 140,092

s
s

232,438
144,37127 Income Taxes on RecommendedRevenue (CoL (Fl,L52)

CB Income Taxes on TBM year Revenue (CDI.(C), L52)
29 Required Increase in Revenue W Provide forIncome Taxes (L27 - L28)

s 85,067

s 5.345.121
0.oooo*>s

s
s

to Recommended Revenue Raquiremsn! (Sd1edu\e GWB-1. Li\8 10)
31 Unmllectible Rate (Line 10)

32 Uneollecxible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year UnmRedibls Expense
34 Requifad Increase in Revenue to Provide for Uneollaczibie Exp.

s

35 Property Tax with Recommended Revenue (GTM-15, 20)
36 PiopeNy Tax on Test Year Revenue (GTM-15, Cd A. L16)
37 Inanase in Pfuperty Tax Due to Increase in Revenue (L35-L35)

s
s

224.370
221 ,039

38 Total Required Increase in Revenue (L26 + L29 + L37)

s

s .

3,331

231 ,491

(C\ lm rEl IFS
{A\ (B\

Galoulation of Income Tax:
39 Revenue (Sdh GWB-1. Cd. [C] LE a IO)
to Operalflg Expenses Excluding Income Taxes
41 Synchronized Intaesl (L56) .
Hz Aliznna Taxable Income (L39 - L40 - L41 )
43 Arizona Slate Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L43 - L44)
45 Federal Tax on Furs! Income Bradley (SI . sao,ooo) o 15*
47 Federal Tax on Second Income Bl8Ck8\ ($50,0D1 . S75,0G0) lo25%
48 Fede18l Tax on wma Income Bracket ($75,001 -$100,D00) @34%
49 Federal Tax on Fourth Income Bracket (s100-001 . ssaspool @ 39%
so Federal Tax on Fsfm lnoome Bracket (saas.oo1 -$10.000,000) @34%
51 Total Federal Income Tax
52 Combined Federal and Stats Income Tax (L44 + L51)

I
53 Emelmsee

34.000096

Qalculatian of Interest Svnchronization:
54 Rate Base (Schedule GWB4, Cd. (C). Line 18)
55 Weighted Average Cost of Debt
56 Synawonized Interest (L45 x L45)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule G W B - 3
S U R R E B U TTA L

RATE BASE -  ORIGINAL COST

(B) . (C)
STAFF

A s .
A D JU S TE DLINE

n o .

(A)
C O M P A N Y

A S
FILED

S T A F F
A D J U S T M E N T S

$ $ $
1

2

3

Plant  in Service
Less:  Accumulated Depreciat ion
Net  Piat t  in  Service $

28,800,225
13,084,198
15,716,027 $

(408,375)
21 ,895

(430,270) $

28,391,850
13,106,093
15,285,757

LESS.'

4
5
6

Contribut ions in Aid of  Construct ion (CIAC)
Less:  Accumulated Amort izat ion

Net  CIAC

$ 107,549
4

107,545

$ $ 202,001
4

201,997

7 Advances in Aid of  Construct ion (AIAC) 5,947,009

94,452

94,452

429, 200

348,557

6,376,209

348,557

1 ,157,044

8 \ inputed Reg AIAC

9 Imputed Reg CIAC 1,157,044

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts
ADD.-

(1,360,455)
7,800

(1,360,455)
7,800

11 Cash Working Capi ta l 367,562

57,963

8.897

(179,227) 188,335

57,963

8.897

1 2 Prepayments

13 Suppl ies Inventory

1 4 Projected Capi tal  Expendi tures

15 Deferred Debi ts 1,749,805 (1,649,972) 99,833

1 6 Purchase Wastewater Treatment  Charges

1 7 Original  Cost Rate Base $ 12,041,310 $ (3,131,678) $ 8,909,632

References:
Column (A),  Company Schedule B-2
Column (B):  Schedule GWB-4
Column (C):  Column (A) + Column (B)

at



J#
1
2
3
4
s
e
7

Refarennesz
P1=r8. N:CIIMI. l1 i Ie6 Degradation and AlA sawnuae GWB-5
Wadding capitan Sc h e d u l e  a we - s
impeded Rug AIAc s a v a b l e  e w a 7
De f i n e d  De a n s mumG W B - 8
Fwd Test  Year  Plant Sd l a d u l e  GWB- 9
c I Ao / AI Ac  o n  C'Nl P Sd ws d u l l  GWB- 9 A
Transfer al Plant from Havasu Schedule G W B - S B

\ ARI Z ONA» AM ERI CAN WAT ER COM PANY .  M OHAVE WAT ER
M a k e !  No .  WS- 0 1 3 0 3 A- 0 8 - 0 2 2 7
fes t  Year  Ended  Do¢embar  31  ,  2007

Sc h e d u le  Gws - 4
S U R R E E U T T A L

S U M M A R Y  O F  O R I G I N A L  C O S T  R A T E  B A S E  A D J U S T M E N T S

UNE
88

A C C T .
N O . D E S C R I P T I O N

IA ]
C O M P A N Y
AS F IL ED

[ 5 ]

ADJ  # 1

[ C ]

ADJ  # 2

rum

AD J  a s

I E !

ADJ # - 1

[ E l

ADJ  # 5

Fl

ADJ #5

[ G]

ADJ  # 7

1 9
S T A F F

A D J U S T E D

PL ANT  I N S E R V I C E

s s
1
2
3
4
s
s
1
a

: u , o o 4
3 7 ,0 6 1

2 9 0 f 7 9 2
2 ,3 5 1
9 , 6 0 9

3 1 ,9 5 2
3 a 9 .2 6 6

1 , s a 1
4 7 ,8 4 5

4 ,5 3 3

a a , s 1 7

3 4 .u 0 4
3 7 ,0 6 1

2911.792
2 ,3 5 1
9 .6 0 9

3 1 , 0 5 2
4 5 2 . 7 8 3

1 ,587
4 7 . a 4 5

4 , s s 3
9

l o
11
12
13
14
15
i s
11

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

4 5 7 , 1 4 8
2 9 .2 2 3

5 8 3 ,9 4 4
BD7 ,5 1 5
137 ,874

2 .254 .799

2 5 8 ,4 2 8
5 8 ,3 5 5
s 7 , s 2 s

4 5 7 , 1 4 8
2 9 , 2 2 3

es:s ,944
1 .0ss.943

1 8 8 . 2 2 9
2 .3 2 2 .7 2 5

( 4 9 9 ,7 7 2 )
(59 ,B75)

9 s , s s s

(518 ,975 ) 108 ,a29

1,oos
5 6 .8 7 0

1 .584 .129
4 9 ,4 7 0

11 ,71 s.e4s
2 ,3 5 7 ,2 8 5

2 1 6 ,7 5 1
3 ,4 4 7 ,5 3 0
1 ,7 7 0 ,6 4 2

2 2 5 , 6 9 7
3 5 ,4 7 3

180.0847

s
s
s
s
s
s
s
s
5
s
s

1 , 0 0 9
5 0 ,8 7 0

1 ,1 9 3 ,0 5 2
(10 ,405 )

1 1 ,7 1 8 ,5 4 5
1 ,9 5 7 ,1 3 8

1 5 5 , 6 6 7
3 .4 4 1 ,a a o
1 ,7 7 0 ,5 4 2

zas_ss7
3 6 , 4 7 3
8 2 . 5 a 2o z , s a z

1:
19
20
21
22
23
24
25
is
ZN
2B
zs
30
31
32
33
34
35
as
37

137 ,545
s 6 , a 4 2

B3 3
3 4 3 .1 4 7

1 3 7 ,5 4 5
es_a4z

B3 3
3 4 3 , 1 4 7

3 0 1 0 0 0  Qrg a n i z a t i o n
s u z o o o  F r a n c h i s e s
3 0 3 2 0 0  L a n d  a  L a n d  R Ig h t  SS
3 0 3 3 0 0  L a r \ ¢ I & L a n a  Ri g a ;  P
3 0 3 5 0 0  L a n d  & L AM  Ri g h t s  T D
3 0 3 5 0 0  L a n d  L  L a n d  Rs g ms  AG
s a u n a  s e r u m  a  Im p  a s
: s 0 4 2 0 0  St r u t  A Imp  P
3 0 4 3 0 0  s \ m c i  a  Im p  w r
3 0 4 4 0 0  Se n d  & * M P T D
3 0 4 5 1 0  s u u a  & Imp  AG Ca p  L e a s e
3 0 4 6 0 0  s t r u c k  a  Imp  o f f i c e s
:s04700  St ruck  a  Imp  Sto re ,  shop ,  Garage
3 0 5 0 0 0  Cn f l ¢ d  & l f "9 °" f '¢ W'9
3 0 7 0 0 0  We l l s  a  Sp r i n g s
a 1 0 1 0 0  Pu w v n  Gu n e ma a n  Eq u ip  Oth e r
3 1 1 2 0 0  Pu mp  Eq u i p  El a d r i c
5 1 1 3 0 0  Pu mp  Eq u ip  Die s e l
3 1 1 5 0 0  Pu mp  Eq u i p  Ot h e r
3 2 m 0 0  w r  E q u l p  N o n - M a d l a
330000  Dis t  Rese rvo i r s  & Standp ipe
3 3 1 0 0 1  T D M a i n s  n m Cl a s s i f i e d  W Si l o
331100  T D M a ins  min  a  Lass
331200  TD Ma ins  e r r  no  Bin
3 3 1 3 0 0  T D M a i n s  W i n  l o  s i n
3 3 3 0 0 0  Ss w i c e s
3 3 4 1 0 0  M e t e r s
3zu200  M e ie r  Ins ta l la t ions
3 3 5 0 0 0  H y d n n l s
3 3 9 2 5 0  Ot h e r  P/ E a s
3 3 9 5 0 0  Ot h e r  p r e  T D
3 4 0 1 0 0  Of f i c e  F u mi l u r s  & Eq u ip
3 4 0 2 0 0  Co mp  &  Pe w i t  Eq u i p

3 4 0 3 0 0  C o m p u t e r  S o n o r a
3 4 1 1 0 0  T r a n s  Eq u i p  u  Du l y  T r i s
3 4 1 2 0 0  T l - a n s  Eq u ip  Hv y  Du ty  T iu
u 2 0 0 0  St o r e s  Eq u i p me r v l
3 4 3 0 0 0  T p o ls ,Sh o p .Ga r=g ¢  Eq u ip
3 4 4 c o o  L a n o n w r y  Eq u i p me M
3 4 5 0 0 0  Po w e r  Op a n n a d  Eq u i p me M
3 4 6 1 0 0  Co mm Eq u i p  No n - T d e p h n n e
346200 00111115 Equip Telephone
3 4 6 3 0 0  Co mm Eq u i p  Dt h s f

2,4110
1:s4,1:sa

7 ,s2 :s
1 7 2 . 5 2 9
1 s o . s a a

4 9 .s 7 a
s , 1 1 o

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

z , 4 o o
1 3 4 ,1 3 8

7 , 6 2 3
1 7 2 , 5 2 9
1 8 0 , 5 3 3

4 9 , 5 7 5
5_110

as
39
to
41
Hz
43
44
45
45
47
48

2 2 ,4 1 1 z s , 4 1 1

49
s o
so
52
53
54
55
as
57

C O R P O R A T E  F L A / v T A u . o a a n o ~
304628  Stru t !  a  Imp Leaseho ld

331001 radars
340100 Off ice  Fumilurs  & Equip
340200  Comp & Psr iph  Equ ip
a4osof: Computer Softwnzu
340300  Go mp msr  So Nwlzs -o lh a r
aaaaao  T o d : ,Sh ap _Ga1 ig e  Eq u ip
346100  Comm Equip  Nun-Te lephuna
u s e r s  Cn s n m Eq u ip  Ot h e r

115 .919
4 7 .1 4 7

1 a 5 . 5 a
4 . s 1 s
3 ,9 6 3

19 .175
5 0 S

1 1 5 , 9 1 9
4 7 , 1 4 7

155_522
4 , s 1 s
3 . 9 5 3

1 9 , 1 7 5
s o s

a s

posrrEs'r vim pL.wr
330000 DM Reselvdrs e. Siandplpe
:anno TD MEMS 10in m 15in
sauao TD Mains Gualar than la'

4 9 0 .7 7 2
s o ,o a 4
5 9 ,B7 5

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

4 9 a , 7 7 2
s o , 0 s 4
5 9 , 8 7 5

Tota l  Plum In S s r v i e o 28 ,800 ,228 (518 ,976 ) ( 5 1 0 , 7 3 1 ) 7 2 1 .3 3 2 2 8 , 3 9 1 . 8 5 1
2 8 .2 1 1 ,2 5 0

59
so
e l
so
53
e t
es
es
so

ACCUM UL AT ED DEPRECI AT WJ N
Nat Plant in Safvica (LSB - L59)

1 3 ,0 8 4 ,1 9 8
s  1 5 , 1 1 5 , 0 2 8

( 2 3 . 8 5 )
f495,0=11 s s ...*. ( 6 1 0 ,7 3 1 ) s

45.790
s £375,542 s

1 3 ,1 0 6 ,0 9 3
1 5 ,2 B5 ,7 5 8

s s s s s s 9 4 ,4 5 2 s s 2 8 2 , 8 0 11 0 1 ,5 4 9
4

1 0 7 .5 4 5
s_s41 ,oos (518 ,976 )

9 4 ,4 5 2
2 9 1 .8 6 9 s s e . 2 8 1

a 4 s . s s 1

4
an ,991

5,375,209
348,557

1,157,044
(1.350,455)

1,sao

1 ,1 5 7 ,0 4 4
(1 ,360 ,455)

1 , a o o

3 5 7 ,5 6 2 ( 1 7 9 2 2 7 ) 1 8 8 . 3 3 5

BB
$9
70
71
T2
73
74
75
78
T7
pa
79
so
a l
B2
so

a , s s 7
5 7 ,9 5 3

a , s 9 1
s7.9e:4

84
as

485;
Cont1ihu\1nns IN Asa of cunsuuuiun (GIAC)

Less: Aceumulaisd Amcnizntion
Na(  CirC (Les .  1 .54)

Arivlnces in Aid Na cansuucuon (AIAC)
lmpmad Reg Advances
u mp wlm Re g  c \Ac
Delevan  Income Tax  Cmdhs lbabks)
Cuslamar Meter Deposits

A 2 2
Waring  Capksl  Al lowance
pumping Power
Fumhase  Wasiawatsr  T rea tment  Charge
Matedal and Suppiies lnvsmuly
P " P l Y ' f * " * ~ '
Prujsaed capital Expenditures
Dsfenud Debits
Or ig lna \  Cost  Rate  Base

1 \7 4 9 ,8 9 5
s  1 2 ,D4 1 _ 3 1 1 s 2 3 ,8 9 5 s (.1.79_22n s

f11549,97Z)
{1 ,549.9721 s r e 1 o _ 1 a n s  8 8 6 . 3 5 1 ) s 19.275 s

9 9 . 8 3 3
8 , 9 6 9 , 6 3 2s



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTEDLINE

no .
ACCT
M Description
331 .to WinteMaven Subdivision Plant

Acc Depress. VWnterHaven Subdivision Acc Dep
AIAC V\hnterHaven Subdivision AIAC

[A]
COMPANY

AS
FILED

159,040
4,868

159,040

STAFF
ADJUSTMENTS

(169,040)
(4,888)

(159,040)

331 .to Villages at Stonebridge Plants
Acc Depress. Villages at Stonebridge Acc Dap

AIAC \hl\ages at Stonebridge AIAC

239,059.00
12,999.00

239,059.00

(239,059)
(12,999)

(239,069)

331.20 Mira Monte Subdivision Plant
Acc Debreu. Mira Monte Subdivision Acc Dap

AIAC Mira Monte Subdivision AIAC

110,857.00
5,028.00

110,867.00

(110,857)
(6,028)

(110,867)

331 .to Plan! Adjustment
Acc. Depred Acc. Depreciation Total Adj.

AIAC Total Adj.

51 B,976.00
23,895.00

518,976.00

(51a_97s.00)
(23,895.00)

(518,97S.00)

References:
Column [A]: Amounts included in plant balances per tiling.
Column (B): Per Tesljmony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AM ERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Sched ule GWB~6
S U R R E B U T T A L

RAT E BASE ADJUST MENT  #2 .  WO RKI NG  CAPI T AL

[al [D] [ E l

LINE
m; D E S C R IP T IO N

CO M P A NY
T EST  YEAR

AS F ILED

S T A F F
T E S T  Y E A R

A D J U S T M E N T S

[ C l
S T A F F

T E S T  Y E A R
A S

A D J U S T E D
LEADILAG

D A Y S
D O L L A R

D A Y S

s$
$
s
$
s
s
$
$
s
s
s
s
s
s
s
s
$
s

899,973
44,384

501,877
7,545
(295)

940,899
209,312
127,B79
119,303
51 ,991

132,002
15,559

103,944
354,017
5B3,BB8
z21 ,795
75,809

(19s,927)

(488,307)

899,973
44,384

501 ,877
7.846
(295)

940,899
209,312
127,879
119,303
51 ,est

132,002
15,559

103,944
354,017
95,581

224,370
75,B09

232,438
284,217

4,421 ,107

12.00
86.87
32,42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00
7.46

(10.88)
30,00
30.00
30.00

212.50
15.65
42.04

106.52
765

$
$
$
$
$
s
$
s
s
$
$
$
s
$
s
s
s
$

Labor
Purchased  Water
Fuel s.  Power
Chem ic a ls
Was t e D isposa l
Manag ement  F ees
Group Insurance
Pens ions
Reg u la t o r y E xpense
Insurance O ther  Than Group
Customer  Account ing
Ren t s
General O f f ice Expense
Misce llaneous
Maintenance Expense
T axes  O ther  T han lnoomeProper t y T axes
Taxes Other  Than Income-Other
Income T axes
Interest
T o t a l O pe r a t i ng  E x pens es 4,193,256

284 , 217
(204,090)

10,799,671
3,855,638

t6,270,B52
223,384

(8,850)
(3,650,6B8)

(971 ,209)
5,754,551
3,579,090
2,339,595

984,735
(1 Se, 17o)

3.11 a,a20
1D,620,51 e

2,857,430
47,678,677

1 ,18S,412
9,771,690

3D,274,820.93
144,528,475
144,528,475

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
25
27
28
29
30
31
32
33
34
a s
36

Expense Lag
Revenue Lag
Net  Lag
Staf f  Ad justed  Expenses
Cash Work ing  Capi t a l
Company As mesa
Staf f  Ad justment

Line 21,  Col.  (E) I Col [C]
Company Workpapers
Line 24 .  23
Line to,  Col C
Line 25 * Line 28/365 da;
Co Schedule B-5
T o G WB-4

32 . 69
48 . 239
15 . 55

4,421 ,107
1 8 8 , 3 3 5
367 , 562

(179,227)

References:
Column [A ] :  Company sched ule C-1 .
Column [B] :  Staf f  ad justments to expenses,  See Test imony.GWB
Column [C] :  Column [A ]  +  Column [B ]
Column [D] :  Expense Lags Used  on Dad<et  WS-01303A-0B-0403,  approved  in Decis ion No.  70372
Column [E ] :  Column [C]  '  Co lumn [D]



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC

[BI [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2006
2007

ADVANCE
AMOUNT

s 4,208,405

CIAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE
$4,208,405

3,585,793
2,938,345
2,290,898
1,543,451

996,004
348,557

$ 348,557_s 8iOB_405_

622,613
s47,447
547,447
547,447
647,447
647,447

s 3,859,849

LINE
Q S DESCRIPTION

1 Beginning Balance Per Decision No. S7093
2 None
3 None
4 None
5
6
7
8
9
10

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment $ $ 348,557

REFERENCES:
Columns {A]: Fidel Years
Column [B]: Beginning Balance per Decision No. 57093
Column [C]: Annual Amortization of Col [B] using s.s year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.

w



\ ..

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

LINE
no . DESCRIPTION

1 At December 31, 2o07
2 _s

[A]
COMPANY

AS
FlLED .
1,749,805
1,749,805

STAFF
ADJUSTMENTS

(1 ,B49,972)
(1,549,972) s$

[C]
STAFF

AS
ADJUSTED

99,833
3,399,777

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Oolumn [A]
Column [C]: See testimony GWB



ARIZONA-AM ERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Sdmedule GWB- 9
SURREBUTTAL

RATE BASEADJUSTMENT #5 . POST TEST YEAR PLANT

I
r

[B]

ACCT

NO
330000
331300
331001

Desuiotion

Distribution Reservoirs
TD Mains 10"~1 S"
TD Mains Bin and Grtr.

IA]
COMPANY

AS
F\LED

490,772
so,0e4
59,875

610,731

STAFF
ADJUSTMENTS

$ (498,772)
s (60,084)
s (59,875)

(610,731)

[C]
STAFF

AS
ADJUSTED
$
s
s

References:
Column [A]: Amounts included in plant balances per filing,
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]

r



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 9A
SURREBUTTAL

RATE BASE ADJUSTMENT #5 - CIACIAIAC ON CWIP

ACCT
n o . Description

[Bl [Cl
STAFF

AS
ADJUSTED

CIAC
AIAC

[A]
COMPANY

AS
FILED

107,545
5,947,009

STAFF
ADJUSTMENTS

$
$

94,452
291,909

$ 201,997
$ 6,238,918

References:
Column [A]: Amounts included Per Hlirlg.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-01303A-DB-D227
Test Year Ended December 31, 2007

Schedule GWB- 9B
SURREBUTTAL

RATE BASE ADJUSTMENT #7 ¢ TRANSFER OF PLANT, ACCUMULATED DEPREC. AND CIAC FROM HAVASU

STAFF

Description

COMPANY
AS

FlLED
STAFF

ADJUSTMENTS ADJUSTED

Strut & Imp SS
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Dist Reservoirs & Standpipe
TD Mains Sin to Bin
OMer P/E SS

389.256
807.515
t37.B74

2.264.799
1 _5B4_129
2.367.285

$
s
$
$
$
$

$ 452,783
1.065.943

188.229
2.322.725
1.6B3,B24
2.476.114

82.582
s 8,272,201

304100
307000
310100
311200
330000
331200
339250

Grand Total s 7,550,867 s

53.517
258.428

50,355
57.926
99,695

108.829
82.582

721,333

For Associated Plant
ACCUMULATED DEPRECIATION 13.0B4.198 45,790

$ 556,257

$ $13,129,988

s 6,503,2765.947.009

References
Column [A]: Amounts irrduded in plant balances per hung
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS-U13D3A-08-0227
Test Year Ended December 31, 2007

Schedule GWB~10
SURREB AL

OPERATING INCOME STATEMENT o TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
A S

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 4,932,608
181 ,023

$ $ 4,932,608
181,023

$ 231 ,490 $ 5,154,098
181,023

1
2
3
4
5

Water Revenues
Other  Revenues
Other
Total Operating Revenues $ 5,113,531 s $  5 , 1 1 3 , 6 3 1 s 231,490 s 5,345,121

$ 899,973
44_3a4

501 ,877
7.846
(295)

$ $ 899,973
44.384

501 ,B77
7,846
(295)

(488,307)
(328,969)

(756) 3,331

940,899
209,312
127,879
119,303
51,991

132,002
15.559

103,944
354,017
95,581

554,265
224,370
75,809

232,438

Labor
Purchased Water
Fuel & Power
Chemicals
Was te Disposal
Management Fees
Group Insurance
Pensions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
$
$
s
$
$
s
$
$
$
$
S
$
$
$
s
s
$
s

899,973
44,384

501 ,877
7,845
(295)

940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
583,888
883,235
221 ,795
75,809

(198,927) 341 ,298

940,899
209.312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
95,581

554,265
221,039
75,809

144,371 88,067

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Total Operating Expenses
Operating Income (Loss) s

5,076,491
37,140 $

(476,735)
476,735 _s

4,599,756
513,875 s

91,398
140,092 s

4,691,155
653,967

References:
Column (A):  Company Schedule C-1
Column (B):  Schedule GWB 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2,  Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 15

ADJ #
1 Tank Maintenance Accrual
2 Depreciation Expense
3 Property Taxes
4 Income Taxes

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WATER
Docket No. WS»01303A-08~0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

sumMARy OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
n o . DESCRIPTION

[Al
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depreciation Exp.

ADJ #2

[D] .
Property Taxes

ADJ #3

[E]
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 4,932,508
181,023

s $ $ $ $
$
$
$

4,932,608
181,023

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 5,113,631 s $ $ $ 5,113,631

$ $ $ $ $ 899,973
44,384

501 ,877
7.846
(295)

(488,307)
(328,969)

(756)

940,899
209,312
127,879
119,303
51,991

132,002
15,559

103,944
354,017

95,581
554,265
221,039

75,809
144,371

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Of lice Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Properly Taxes
24 General Taxes~Other
25 Income Taxes
28

899,973
44,384

501 ,877
7,845
(295)

940,899
209,312
127,879
119,303

51 ,991
132,002
15,559

103,944
354,017
583,888
883,235
221,795

75,B09
(196,927) 341,298

27 Total Operating Expenses
2B Operating Income (Loss)

$
s

5,078,491
37,140

s
$

(488,307)
488,307

$
$

(328,969)
328,969

$
$

(755)
756

$ 341,298
j_(341,298>

$
s

4,599,755
513,875



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

LINE
n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Maintenance Expense $ 583,888 $ (488,307) $ 95,581

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

100,287
91,056
95,400

286,743

3
95,581

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



Col A
Col B

al C

Reihrencesz
Sdwedule GWB-4
Proposed Rates per Staff Engineering Repnri for Non Allocated play
Cd [A] times Col TB\

ARiZONA~AMERlCAN WATER COMPANY . MOHAVE WATER
Docket No. ws-o1:o:sA-on-ozz1

Test Year Ended December 31, 2007

Surrebuttat Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE
LIQ*

ACCT.
NO. DESCRIPTION

IA]
PLANT

@4 95

[B]
DEPREC!ATlON

L M ;

[Cl
DEPRECIATION

PEN

34,904
37,061

290,792
2,351
9,609

31,052
452,783

1,687
47,a4e

4,sas

12814
40

1,196
8

457,145
29,223

ssa,s44
1,065,943

1ea,z29
2,322,725

9,280
1.353

1s,as4
28.780

9,411
11a.9Q3

1,009
50,870

1,193,052
(10,405)

11,71 B,645
1,957,135

156,667
3,447,830
1,770,642

236,697
36.473
82,582

0 . 0 0 %
0. 00%
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
2. 53%`
2 . 39%
2 . 5 0 %
1.81 %
4 . 63%
2 0 3 %
4. 63%
2 . 5 4 %
2 . 7 0 %
5 . 0 0 %
5 . 1 2 %
5 . 0 0 %
5 . 0 0 %
7 . 0 6 %
1.81 %
1 . 5 3 %
1. 53%
1. 53%
1. 53%
2 . 8 9 %
6 . 5 3 %
6 . 5 3 %
1 .99%

s o
3, 591

21 ,ssh
( 159)

179 , 295
29 . 944

2. 397
99, 542

115 , 523
15 . 456

7 2 6

137,645
66,542

833
343,147

4.04%
10_00%
25.00%
20.00%
15.00%
3.93%
4,49%

1o.oo*v.

5.561
s,sa4

208
65,529

PLANT IN SERVICE!
301000 Organization
302000 Franchises
303200 Land a Land Rights SS
303300 Land a Laid Rights P
303500 Land & Land Rights TD
303600 Land & Land Rights AG
3041 OD Slid e. Imp SS
304200 Strut & Imp P
304300 Struck & Imp WT
304400 Sirud81 Imp TD
30451 O Staci & Imp AG Cap Lease
304600 Strut. & Imp Offices
304700 SIruc1 & Imp Store, Shop, Galaga
305000 Coiled & impounding
307000 Welis & Springs
310100 Power GeneratioN Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 . WT Equip Non~Media
330000 Dist Reservoirs & Standpipe
331 D01 TD Mains Not Classified by Size
331100 TD Mains min & Less
331200 TD Mains Gin w Bin
331300 TD Mains 10in to Bin
333000 Services
334100 Meters
334200 Meier Installations
335000 Hydrir\l$
339250 Other PIE ss
339500 Other PIE TD
340100 Office Fumitufe & Equip
340200 Comp & Periph Equip
340300 Computer Software
3411 OD Trans Equip Ll Duty Tris
341200 Trans Equip Hvy Duty Tris
342000 Stores Equipment
343000 Tools_Shop,GarageEquip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Nun-Telephone
346200 Comm Equip Telephone
346300 Comm Equip Other

2.400
134.138

7,623
172,529
180,533
49,678

s, 110

4.64%
3.66%
9.76%
6.19%

94
e_o23

762
a.oo5
s_sos
4,849

316

23.411 3,343
CORPORATEPLANT ALLOCA TION

304520 Slrud s. Imp Leasehold
331001 Mains
M0100 Oflioe Furniture & Equip
340200 Comp a Perish Equip
340300 Computer Software
M0300 Computer Software-Other
343000 Tools,Shop,Garage Equip
348100 Comm Equip Nan-Telephone
345300 Comm Equip Other

115.91 s
47.147

1as_sz2
4_e19
3.963

19,175
sos

14.23%
1.53%
4.04%

10.00%
25.00%
25.00%

4.49%
3.86%
6.19%

4,ea3
4,715

46.381
1,2os

17B
702

31

POST TEST YEAR PLANT
330000 Dist Reservoirs & Standpipe
331300 TD Mains ODin to 16in
331400 TD Mains Greater than LB"

490.772
eo,oa4
59,875

1.81%
1.53%
2.00%

8,883
919

1,198

Total Plant in Service 2B,391,851 2.9B% a4a_ss4

Less Non Depreciable Plant
Organization
Franchises
Land a Land Rights SS
Land & Land Rights P
Land a Land Rights TD
Land & Land Rights AG

34.004
a7,os1

290.792
z_as1
9.s09

31,052

0.00%
000%
0.00%
0.00%
0.00%
0.00%

s 27,985,982 s e4s,ae4
3.03%

s 202,001 s
s

1
2
3
4
5
S
7
8
9
10
11
12
13
14
15
16
17
1 a
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
48
47
48
49
so
51
52
53
54
as
as
57
as
59
so
e l
62
63
64
65
SB
67
Se
69
70
71
72
73
74
75
76
77
7B
79

Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less »
Immunization d Regulatory GIAC at Settlement Rate
Amortization ad CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

288.506
6_113

ss4,ze5
883.235

(328,959)



STAFF
RECOMMENDED

LINE
n o . DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

[Al IB]

$ 5,113,531
2

10,227,262
5,113,631

15,340,893
3

5,113,631
2

10,227,262
13,454

$ 5,113,631
2

10,227,262
5,345,121

15,572,383
3

5,190,794
2

10,381,589
13,454

10,395,043
0.230

2,390,860
9.38%

$
$
$

10,240,716
0.23

2,355,365
9.38%

221,039
221,795

(756)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
LB
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
W eight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line LB)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
s

224,370
221,039

3,331

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21 )
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

3,331
231 ,490

1.43896%

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB-1, Line B



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2001

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  .  I N C OM E T A XES

L I N E  AC C T
n o . n o . D E S C R I P T I O N

[ C ]
S T A F F

R E C O M M E N D E D

1 I nc om e T ax es

[ A ]
C O M P A N Y
P R O P O S E D

$  ( 1 9 6 , 9 2 7 )

[ B ]
S T A F F

A D J U S T M E N T S

$ 341,298 $ 144,371

References:
C olum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS .
5 RATE BASE ADJUSTMENT #1-PLANT, ACCUMULATED DEPRECIATION a AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 .. IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 .. DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - POST TEST YEAR PLANT

PA RATE BASE ADJUSTMENT #6 - CIAC IN CWIP
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - DEPRECIATION EXPENSE
13 OPERATING INCOME ADJUSTMENT #2 - PROPERTY TAX EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - INCOME TAX EXPENSE



s (73,887)

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A-08»0227
Test Year Ended December 31, 2007

Sdwedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(8)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base $ $

$

$

s

$

$
2 Adjusted Operating Income (Loss)

Current Rate of Return (L2 / L1)

$

4,740,149

15,519

0.33%

4,740,149

15,619

0.33%

647,244

115,161

17.79%

847,244

115,161

17.79%
3

8.40% 8.40% 7.34% 7.34%
4

5 $

$

$

$

$

$

$

$
6

Required Rate of Return

Required Operating Income (L4 * LI )

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Fodor

398,173

382,553

1.6785

398,173

382,553

1 .6786

47,508

(67,653)

1.0921
7

8 $ 542,143 $ 642,143 l [s

g $ $ $

10 $

796,161

1,438,304

80.65%

$

796,151

1,438,304

80.65%

$

796,161 s

722,274 $

-9.28%

47,508

(57,653)

1.0921

(73,887)l

796,161

722,274

-9.28%
11

11.75% 11.75% 10.00% 10.00%
12

Required Revenue Increase (L7 ' Le)

Adjusted Test Year Revenue

Proposed Annual Revenue (Le + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%)

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



SM Recommended

37.449s

Test Year

s s s 42,516

Mghgvg ww Mohave WW Mohave WW

s
s
s

722.274
637,318

20,647
s 64.309

6.9680%
4_4a1

59,828
1.soo
s_2so
a_5oo

10,718

s
s
s
s
s
s
s
s 32 ,968

. Mohave ww Mohave WW Mohave WW

s
s
s

795,161
saa.4a4

20,547

s
B.9680%

s
6.9680%

s 137,080
esesoss

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

9,s4a
127,481

1_sco
s,2so
8.500

10,718

s
s
s
s
s
s
s
s 32,968

ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS~01303A-D8-0227
Test Year Ended December31, zoom

Schedule GWB»2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (c l (D) [El [F]
LINE
M

1
2
3
4
s
s

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Favor (Line 11)
Revenues (L1 - L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Factor (L1 I LE)

100.0000%
o,oooo%

100.D000'/¢
a.4369%

91.5531%
1.092143

100. DOOR%
5.96B0%

g3D320%
0. DOOO%

7
8
g

10
11

Calculation Rf UncollecltibleFactor
unify
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income TaxRate (L7 - LB )
urw°1leaibue Rate
\JncoI1eotible Factor (LE ' L10 )

D.0DOD%

1 DD.DOO0%
5. seauv.

930320¢/,
0.0000°/u
o. DOOR%

Calculation of EffBCli\lB Tax Rate:
12 Operating Income Betta Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable FederalIncome Tax Rate (Line 44)
is Effective Federal Income TaxRate (L14 x L15)
17 Combined Federal and Stale Income TaxRate (L13+L15)

e.9eso%

100.0000'/4
5.9SBO%

93.03209-
1 ,579ov.

1.4689YI

Camulafion of Elictlve Propenv Tax Factor
la  uni fy .
19 Combined Federal and Stale Income Tax Rate (L17)
to One Minus Combined income Tax Rate (L1B-L19)
21 Property Tax Fader (GTM~14, L24)
22 Effective Property Tax Fader (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

8.435995

s
s

47.508
115,16124 Required Oueraiing Income (Schedule GWB-1, Line 5)

25 AdjustedTest Year Opmatlng Income (Loss) (Schedule GWB-1D, Line 29)
26 Required lnaease in Operating Income (L24 . 125)

s (67,553)

s
s

37,449
42,51527 Income Taxes on Recommended Revenue (COL (F), L52)

pa Income Taxes on Test Year Revenue (Cd. (C), L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L2B)

s (5957)

s 722.274
n.oooo%

s
s

30
31
32
33
34

Recommended Revenue Requirement (Schedule GWB-1, Line 10)
Uncollectible Rate (Lina lm
Uncollectible Eqnense on Recommended Revenue (L24 • L25)
Adjusted Test Year Uneolledible Emense
Required Increase in Revenue to Provide for Uneoileciibie Exp.

s

35
35
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15, Cd A, LI S)
lnaease in Property Tax Due to Increase in Revenue (L35-L36)

s
s

:s pas
38.032

pa Total Required Increase in Revenue (L26 + L29 L37)

s

s.

(1,167)

(73,8B7l

{B\ (C\ r m [ET rF
(A\

39
40
41
42
43
44
45
45
47
48
49
50
51
52

Calculation al lngome Tax:
Revenue (sm GWB-1, Cd. [Cl LE a 10)
operating Expenses Exdudlng Income Taxes
Synauunized Inzeresf (L56l
Arizgng Taxahia Income (L39 . L40 . L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Fed ear Taxable Income (L43 - L44)
Federal Tax on I9rsi Income Bracket (so - $50.DOD) @ 15%
Federal Tax on Second Income Brad(e[ (sso.oo1 . s7s,oom @25'/u
Federal Tax on Third Income Br8dIB\($75,001 . $10C|,000) @34%
Federal Tax on Fourth Income Bradret (s100,001 . $335,000) @ 39%
Federal Tax oh Fmh Income Brad<e1 ($335.001 -$1D,000,00D) @34%
Total Federal Income Tax
Combined Federal and Stale Income Tax (L44 + L51 )

0.0000%

53 Etiective Tax Rate 1

54
55
as

Qalculatlbn of Interest Svnchmnization:
Rate Base (Schedule GWB-3, Cd. (C), Line 18)
Weighted Average Cost of Debt
Synchronized Interest (L45 x L4S)

D lPTlON

IMQh8veW W I
547,244
3.190094
20.647

s

s



ARIZONA-AMER\CAN WATER COMPANY ..MOHAVEWASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTrAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTEDLINE

no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $ $ 2,915,858
357,629

2,558,229

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

7,154,300
367,213

6,787,087 $

(4,238,442)
(9,584)

(4,228,858) $

LESS;

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 726,484
57,539

668,945

$ $ 791,879
57,539

734,340

7 Advances in Aid of Construction (AIAC) 1,414,706

65,395

65,395

(306,362)

61,769

1,108,344

61,769

131,237
8 imputed Reg AIAC

9 Imputed Reg CIAC

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

131,237

(105,590) (105,590)

11 58,358

3,661

(50,946)

12

7,412

3.661

341
13 341

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits 7,701 7,701

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 4,740,149 $ (4,092,905) $ 647,244

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)
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E ARIZONA-AMERICAN WATER COMPANY . motivE WASTEWATER
Duck!! No. WS-013034-9B-D227
Tut! Year Ended Dlelmhs31. ZEG7

Sdudule GWB-4
SURREBUTTAL

SUMMARY OF ORIGINM. cosT RATE BASE ADJUSTMENTS

LIE
09

ACCT,
M .

CDMPANY
15]

AQJ #1

[El

ADJ#4

IE)

An.: as

IF]

An,l»e

III

ADJ #7

(HI

AQ.; #B

[Fl
STAFF

ADJUSTEDpp=_scalpT\on

IA]

A i 8 - E D

IC!

ADJ n

M

Aquas

1
z
3
4
s

s s s

(306-362)

B
7
a
9
10

11
12

ezAeLLzu§
301060 Ol§ana\ian
.JSZDUU ww Franmiwa
354200 ww Shed & Imp CcH
asoooo ww Colledlcn Sewer: Full
361100 ww Culledng Mans
362000 ww Spedil Cull Strut
B W ww Suvicas Sewn
354060 ww Flaw Meamrlng Devine:
anloo ww Pump Equip Emu
3ED1D0 ww aw Sad Tankslmc
ascsuo ww TD Equlp Sedge ufy/Fm
:eosoo ww TD EWW Chem Tan Pu
380609 ww TD Equip Oth Disk
359000 WwTod9lop&GlngeEq\.dp
394000 ww LahuMuly EmipmeM
asenan Cnlnmwvmaiw Equipment
398000 Oahu' plant

354
zo1,s1s

s,ssz
11515,707

74.750
314,343
za_11a
1s,sss

ana,7/o
u,ao1

14,311
39,019
44,237

sum
25.205

364
201,579

5,aaz
1,a09.m5

74,750
314,343
23113
1B,535

aua,1Ba
s_ao1

14,311
39,019
44,237

say
2s,2os

1,s17 1_a17
r~.r»npr>»uT= Al I Ann U04

an-uses Sflud l imp Lsasehdd
:mom Mains
340100 office Fumiiun L equip
340200 Comp I. Puslph Ewen
340309 Capulet sonwau
340390 C°fl1W11' Soltwlru-0\her
343000 Troll,Shup,Garage Equip
346100 Comm Equip Non-Telephone
346300 Comm Equip DUI!!

a,9a1
3,ss»

14.399
371
Aus

1_4aa
38

a.s97
:,ass

14,399
374
a la

u s e
as

354500 Wwsrud&lmp:Gah
371101: Wwpump Equipaea
380960 WWTDEquipmerN

1ss_sus
813,581

2.352.553

s (7a5_g¢g)
s  ( l13,§B1l
$f23$2.5S3)

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

rnuarnuncmsarwu 7.154.391 (3DG,3B2) ra,9:z.oao1 z.s1s_asa

13
14
1 s
i s
17
18
1 g
to
21
n
23
24
25
x
27
CB
25
30
31
32
33
34
as
as
37

Amnnwlam Depvdavian
Net P\IfK in Suviae s

357,213
6,787,058 s

¢s.saas
rzss TTB) s s s s (3 sazosor s s s s

357,529
255eza0

s s s s s s s 572s_4a4
57,539

asa,94s
1,414.706

s 65395

55,395
laneaszm

61.769
131,237
sus,sso) A

751,879
57.539

734.340
1,101.344

s u r e
131.237

(105,590)

sure (59,945) 7,412

ea
39
40
41
42
43
44
45
45
41
41
49
so
51
sz
so
s4

:4 1
a,es1

341
3.6s1

L85
Cunuiuuams in Au al Cmuuuwnn lIA<=>

Lur. Awumunauaa AmoNlzztien
nm clAc use - 1.e4)

Advanus Sn As d CowuUuWun (AIAC)
lmpmad Rag Amara
Imam R=a cIrc
Dderrad Income Tax Credits (Denis)
n o
Ann;
wundng cap vv Allowanos
Pumping FUN!!
purr au Wauawatur Tvoahnant chutes
Manual Ind Suppling lnvemnvy
Pvapamuns
Pminmu capitan ewndtxufs
Defefrld mays
OrlglnulCast Rah Bl! ! s 4,749,159

A Q ! !
1
2
3
4
s
5

s s,ss4 s (50,94s) s [61,W89I s
7.7c)1
7,701 s fs.9120ev» s (65,395) s s s

7701
647,245

mm lmlmulitM Nwlunnun Ana AIAC
Wadding c=pu=\
\vnpv\eu RE AlAn
warm Dubbin
pm Fm Year PIN
Cu\clAIAc M CWIP

B 4 4
Sdueéuk GWB-5
$cndule GNB-S
SdllWlle GWB-7
Sdlduh Gws-a
Sdmdulc GWB-9
Sa\=4un awe-9A



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08»0227
Test Year Ended December 31 , 2007

Schedule GWB-5
SURREBU'lll'AL

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[B] [C]
STAFF

AS
ADJUSTEDLINE

NO.
ACCT
QQ Description
361.20 Mesa \ s t a Subdivision Plant

Acc Depress. Mesa Vista Subdivision Acc Dear.
AiAC Mesa Vista Subdivision AIAC

[A]
COMPANY

AS
FILED

170,432
7,995

170,432

STAFF
ADJUSTMENTS

(170,432)
(7,995)

(170,432)

361.20 Sage Hill Subdivision Plant
Acc Deprec. Sage Hill Subdivision Acc Dep

AIAC Sage Hill Subdivision AIAC

135,930.00
1,589.00

135,930.00

(135,930)
(1,589)

(135,930)

361.20 Plant Adjustment
Acc. Depred Acc. Depreciation Total Adj.

AIAC Tara: Adj.

306,362.00
9,584.90

305,362.00

(30S,362.00)
(9,5B4.00)

(30S,362.00)

References:
Column [A]: Amounts included in plant balances per tiling.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARiZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. ws-013D3A-DB-D227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

~[AJ [B] [D] [El

LINE
NO. DESCRIPTION

COMPANY
TE S T y a m

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

IC)
STAFF

TEST YEAR
AS

ADJUSTED
LEADMG

DAYS
DOLLAR

DAYS

ss
s
s
$
s
s
s
$
$
s
s
s
s
s
s
s
s

108,996
73.650

9.214
128,228
123.665

24.045
15,447
zz,14o
7.294

18,497
1,s18
7.B74

1B,726
4.948

37,922
9.778

(76,894)

108,996
73,550

9,214
126,228
123,$55

24,046
18.447
22.140

7.294
16,497

1,613
7,874

16,726
4,948

amass
9,778

37,449
20.547

656,077

12.00
8s.a7
32.42
28.47
a0.0o
(3,88)
(4.54)
45.00
30.00
45.oo

7.46
(10.68)
30.00
30.00

212.50
15.B5
42.04

106.52
734.73

s
s
s
s
$
s
s
s
s
s
$
$
s
s
s
s
s

1,307,949
6,397,956

298,717
3,593,711
3,709,950

(93,298)
(85,595)
995,318
21B,B2D
742,343

12,033
(84,094)
Sm ,786
14B,440

7,B33,B12
153,028

1,574,350
2,199,328

29,425,551

Labor
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
General Taxes-Property Taxes
General Taxes-Other
Income Taxes
Interest
Total Operating Expenses 522,144

114,343
20,647

134,990

1
2
3
4
5
s
7
8
g
10
11
12
13
14
15
18
17
LB
19
20
21
22
23
24
25
26
27
CB
29
t o
31
32
33
34
35

Expense Lag
Revenue Lag
Ne! Lag
Staff Adjusted Expenses
Cash Wor'king Capital
Company As Field
Stay Adjustment

Line 21, Cd. (E) I Col [C]
Company Workpapers
Line 24 .. 23
Line zo, Col 35
Line 25 O Line 26/355 483
Co Schedule B-5
To GWB-4

44.18
48.239

4.06
565,077

7,412
5B,358

(50,946)

Reielences:
Column [AL: Company Schedule C-1
Column (BI: Staff adjustments to expenses, See Testimony GWB
Column [Cir Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-0B-0403, approved in Decision No. 70372
Column IE): Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY .. MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC

[B] [C][A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2005
2007

ADVANCE
AMOUNT

s 745,789

CIAC
AMORTIZED

(D)
CIAC

REMAING
BALANCE
$ 745,789

835,453
520v716
405,980
291 ,243
176,506
SI ,769
61,769s 745,789

110,336
114,737
114,737
114,737
114,737
114,737

$ s84,020 s

LINE

MQ
1
2
3
4
s
6
7
8
9

10

DESCRIPTION
Beginning Balance Per Decision No. 67093
None
None
None
None
None
None
Per Staff
Company Proposed \inputed Reg, AIAC
Staff Adjustment s $ 61,759 .

REFERENCES;
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. B7093, less amortization.

i



r
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ARiZONA~AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. W$-01303A-0841227
Test Year Ended December 31, 2007

Schedule GWB - 8
suRREBu'rrAL

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

LINE
no . DESCRIPTION

1 Al December 31, 2007
s

2007
$

[Al
COMPANY

AS
FILED

j.

STAFF
ADJUSTMENTS

7,701
7,701

[C]
STAFF

AS
ADJUSTED

7,701
$ (7,701)

J

REFERENCES;
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, zocr

Schedule GWB - g
SURREBUTTAL

RATE BASE ADJUSTMENT#5 . POST TEST YEAR PLANT

[A]
COMPANY

[B]

ACCT
Nil

354500 Structures & Imp Gen'l
371100 Pump Equip Ele¢u1¢
380000 TD Equipment t

Descrintivn AS
FILED

765,906
B13,581

2,352,593

3,932,080

STAFF
ADJUSTMENTS
s (765,906)
$ (813,581)
s (2,352,593)

(3,932,080)

[Cl
STAFF

AS
ADJ U STED
$ -
$ -
5 .

References:
Column [A}: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]

i
I

\



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB - PA
SURREBUTTAL

RATE BASE ADJUSTMENT #6 . CIAC ON Cwlp

ACCT
no. Description

[A]
COMPANY

AS
FILED

[B]

CIAC 688,945

STAFF
ADJUSTMENTS

$ 55,395 s

[Cl
STAFF

AS
ADJUSTED

734,340

References:
Column [A]: Amounts included Per tiling.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]

s..

I

I



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-DB-H227
Test Year Ended December 31, 20:17

Schedule GWB~10
SURREBUTTAL

OPERATING I N C OM E STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[AI [B] [D] [E]

r

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

I I I
STAFF

TEST YEAR
A S

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

s 791,279
4,882

s $ 791 ,279
4,882

$ (73,887) $ 717,392
4,882

1
2
3
4
5

4

Wastewater Revenues
Other Wastewater Revenues
Other
Total Operating Revenues s 796,181 $ $ 795,161 s (73,887) s 722,274

s $ s $Labor
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pensions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Off ice Expense
Miscellaneous
Maintenance Expense
Depreciat ion & Amort izat ion
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

(219,061)
109

108,996
73,550
9,214

126,228
123,665
24,046
18,447
22,140
7,294

15,497
1,613
7,874

16,726
4,948

29.337
38.032
9,778

42,516

108,996
73,650
9,214

126,228
123,565
24.046
1B.447
22,140
7.294

15,497
1,613
7.874

15,725
4,948

248,398
37,922
9,778

(78,894) 119,410

(1 _167)

(5,067)

108,996
73,650
9,214

126,228
123,555
24,046
18,447
22,140
7,294

16,497
1 ,e13
7,874

18,726
4,948

29,337
36,865
9,778

37.449

S
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

0
0

Total Operating Expenses
Operating Income (Loss) s

7B0,542
15,519 $

(99,541)
99 ,541 .i

681,000
115,161 _s

(6,234)
(87,653) s

674,766
47,508

r

i

References:
Column (A):  Company Schedule C-1
Column (B):  Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D):  Schedules GWB 2,  Lines 29 aNd 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
Gm 14

ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

5_RIZ0NA_AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Jockey No. WS-01303A-08-0227
Fest Year Ended December 31, 2097

Surrebuttal Schedule GTM~11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
no. DESCRIPTION

[Al
COMPANY
AS FILED

{8]
Depreciation Exp,

ADJ #1

[C]
Property Taxes

ADJ #2

[D]
Income Taxes

ADJ #3

[G]
STAFF

ADJUSTED

s 791,279
4,882

$ $ 791,279
4.882

1
2 Wastewater Revenues
3 Other Wastewater Revenues
4 Other
5 Total Operating Revenues $ 796,161 $ $ $

$
$
$
$ 796,161

$ $ $ $

(219,051)
109

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7,874

16,726
4.948

248,398
37,922
9,778

(76,894) 74,283

108,996
73,650
9,214

126,228
123,665
24,046
18,447
22,140
7.294

16,497
1,613
7,874

16,726
4,948

29,337
38,032
9.778

(2.611 )

6
7 Labor
8 Fuel & Power
9 Chemicals

10 Waste Disposal
11 Management Fees
12 Group Insurance
13 Pensions
14 Regulatory Expense
15 Insurance Other Than Group
16 Customer Accounting
17 Rents
18 General Office Expense
19 Miscellaneous
20 Maintenance Expense
21 Depreciation 8¢ Amortization
22 General Taxes-Property Taxes
23 General Taxes-Other
24 lnoome Taxes
25
26
27
28 Total Operating Expenses
29 Operating income (Loss)

$
$

780,542
15,619

$
$

(219,061)
219,061

$
$

109
(109)

$
$

74,283
(74,283)

$
$

635,873
160,288



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-0B-D227
Test Year Ended December 31, 2997

Surrebuttal Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECIATION EXPENSE

LINE
n o ,

ACCT.
n o . DESCRIPTION

IA ]
P LA NT

BALANCE

[B]
DEPRECIATION

RAT E

[C]
DEPRECIATION

EXPENSE

F 1 A n r u v
301000
352000
354200
350000
351100
362000
363000
354000
371100
380100
380300
380500
380800
393000
394000
396000
39B000

S E R V I C E
Organizat ion
WW Franchises
W W Struck & Imp Coll
WW Collect ion Sewers Forced
WW Collazting Mains `
WW Special Coll Struck
WW S e N M S  S e w e r
W W Flow Measuring Devices
WW Pump Equip Elect
WW Equip Sad TanksIAcc
W W TD Equip Sedge DrylF i ll
WW TD Eq uip Chem Trrrtt PR
WW TD Equip Oth Disp
WW Tod Shop & Garage Equip
WW Laburalory Equipment
Communicat ion Equipment
Other Plan!

364
201,579

5,382
1,309,345

74,750
314,343

23,113
1B,935

803,785
s , s 01

14,311
39,019
44.237

587
26,205

0.00%
0.00%
2.80%
2.00%
2.00%
2. 00%
2. 04%

10.00%
5.42%
3.60%
5.00%
5.00%
5.00%
4_47%
3.71 %

10.30%

5,544
1 0 8

25,187
1,495
6,413
2,311
1 ,obs

28,935
4 4 0
7 1 6

1,951
1,977

z 2
2.599

1,a17 2 5 9
CCJFWUTJF 4

304620
331001
340100
340200
340300
340300
343000
345100
245300

TE ALLOCATION
Struck & Imp Leasehold
Mains
Offuze Furniture & Equip
Comp & Periph Equip
Computer Software
Computer Soflware-Other
Too\s,Shop,Garage Equip
Comm Equip Non-Te\ephone
Comm Equip Other

13,997
3.659

14,399
374
308

1,488
3 9

14.28%
1.53%
4. 04%

10.00%
25.00%
25.00%

4. 47%
3_6G%
6.19%

353
356

3,500
94
1 4
54

2

P O S T TEST YEAR PLANT
354500 WW St ru ck a  Im p  G e n
371100 WW Pump Eq uip  E rec t
3B000D WW TD Equipment

2.00%
5.42%
1 .so%

Total Plant in Service 2,915,859 2. 90% 54,519

352000
304620

Less Non Depreciable Plant
WW Franchises
Struck & \mp Leasehold

364
1817

0.00%
14.28% 259. 47

s 2,913,678 s
363.48
84.056

2.88%

1
2
3
4
5
6
7
8
9

10
11
Hz
1 3
1 4
1 5
1 6
1 7

.18
1 9
z o
21
2 2
2 3
24
25
2 6
27
2B
29
30
31
32
33
34
35
36
37
CB
39
4 0
41
4 2
4 3
4 4
4 5
4 8
4 7
4B
4 9
5 0
51
52
5 3
54
55
56
5 7
5 8
59
6 0
61
6 2
SO
6 4
5 5
66
6 7
6 8
69
7 0

s 791,879 s
s

Net Depreciable Plant and Depledaltion Amounts
Composite Depredation Rate
Less
Amortization ef Regulatory CIAC ax Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciat ion Expense
Staf f Adjustment $

32.497
22.845
29,337

248,398
(219,061)

C d A
COIB
C d  C

References:
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
Col rAn times col [81 l



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - MOHAVE WASTEWATER
Docket No. WS-01303A~08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

OPERATING ADJUSTMENT #2 - PROPERTY TAX EXPENSE

[A] IB]

$ 796,161
2

1,592,322
796,161

2,388,483
3

796,161
2

1,592,322
13,454

$ 796,161
2

1 ,592,322
722,274

2,314,596
3

771,532
2

1,543,064
13,454

1,805,775
0.23

369,328
10.30%
38,032
37,922

109

1,556,518
0.230

357,999
10.30%

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
15
17
18

19
20
21

$
$
s

Staff Adjusted Test Year Revenues 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12* Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

36,865
38,032
(1,167)

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

(1,187)
(73,887)

1 .5'/895%

REFERENCES: o
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 Line 20
Une 23: Schedule GwB-1, Line 8

u



ARIZONA-AMERICAN WATER COMPANY . MOHAVE WASTEWATER
Docket No. WS-01303A-D8-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-14

OPER A T I N G I N C OM E A D JU ST M EN T  #3  -  I N C OM E T A XES

L I N E  A C C T
n o . n o . D E S C R I P T I O N

[ A]
C O M P A N Y
P R O P O S E D

[ B]
S T A F F

A D J U S T M E N T S

[ C l
S T A F F

R E C O M M E N D E D

1 I nc om e T ax es $ 125 , 228 $ (83,712) $ 42 , 515

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY _ SUN CITY WEST WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE .. ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 .RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - CIAC IN CWIP

10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 - INCOME TAX EXPENSE

s

i
I
r

. J

\



's 3,452,273s 3,452,273

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
n o. DESCRIPTION

<A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

OR\GINAL
COST

(D)
STAFF
FAIR

VALUE

$ 37,901,086 $ 37,901,086 $ 37,239,151 $ 37,239,151

$ 587,425 $ 587,425 $ 635,956 $ 635,956
1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1 ) 1.55% 1.55% 1.71% 1.71%

8.40% 8.40% 7.34% 7.34%
4 Required Rate of Return

$ 3,183,691 $ 3,183,691 $ 2,733,354 $ 2,733,354

$ 2,596,266 $ 2,596,265 $ 2,097,397 $ 2,097,397
5 Required Operating Income (L4 ' L1)

6 Operating Income Deficiency (L5 - la)

7 Gross Revenue Conversion Factor 1 .5471 1.6471 1 .6460 1 .6460

8 Required Revenue Increase (L7 ' Ls) $ 4,276,301 $ 4,275,301

$ 5,701 ,431 $ 5,701,431 $ 5,101 ,431 $ 5,701,431
g

$ 9,977,732 $ 9,977,732 s 9,153,704 $ 9,153,704
10

75.00% 15.00% 60.55% 60.55%
11

Adjusted Test Year Revenue

Proposed Annual Revenue (LB + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%
12

lReferences:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A~1
Staff Schedules GWB-2, GWB-3, and GWB-10



Staff Recommended

971,508 s s

Test Year

s s s (345-989)

scwwuuur

s
s
s

s.15a.104
5.448.843
1_187,829

s 2.515.884
essaass

s s

s
s
s
s
s
s
s
s

175.380
2341.554

7_aa0
s.2so
s,soo

91.eso
suzuki
1ss_12a

s
s
s
s
s
s
s

s
s
s
s
s
s
s

sew Water

s
s
s

5,701 ,431
5,412,454
1,187,929

s s s (898,962)
6.96B0°/¢

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(e2.s40)
(seazzz)

(7.500)
(8,250)
(8,500)

(91 _S5D)
(170,450)
(284,350)

s
s
s
s
s
s
s
s

ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-DB-0227
Test Year Ended December 31, zo07

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(B) (c ) (D) [E] IF]
(A)UNE

NO. DESCRIPTION

1
2
3
4
5
6

Calculation al Gross Revenue Conversion Fag lg
Revenue
Uncollectible Factor (Line 11) ,
Revenues (LI - L2)
Combined Fedora\ and Stale Income Tax and property Tax Rate (Line 23)
Subtotal (LE - L4)
Revenue Converslon Factor (L1 I Ls)

10Q.0000%
o.cxJoo%

109_9000°/,
39.2459%
w 7541%
1.545980

1D0.0000%
3B_5989°/,
51 ,4011 %

0.0000%

7
8
g
10
11

Calculation of UnooIIecnibIe Facfort
Unity
CombinedFederal and State Tax Rate (Line 17)
One Minus Combined \incomeTax Rate (L7 . LB )
UrlcDl\edible Rate
Unoonectible Fad of (LE ` L1o )

cmooow

100.COOO%
S.9680%

93.0320%
34.DOOO"/n
a1.s309%

12
13
14
15
15
17

Calculation al Eltective Tax Rate:
Operating Income Before Taxes (Arizona Taxable income)
ArizonaState Income TaxRate
Federal Taxab\e Income (L12 -L13)
Appli be Federal Income Tax Rate (Line 44)
Effective Federal Income TaxRate (L14 x L15)
Combined Federaland State Income Tax Rate (L13 +L16)

3B.59B9%

1 oo.oooo%
3B.5989%
el ,4011 %

1.D538°/a
0.6470%

Calculation of Effer:tive Prooertv Tax Facto
18 Unity
19 Combined Federal and State IncomeTax Rate (L17)
20 One Minus Combined Income Tax Rate (L1 B-L19)
21 Property TaxFactor (GTM-14, L24)
22 Effective Property Tax Factor (L20"L21)
pa Combined Federal and State Income Tax and Property Tax Rate (L174L22)

39,2459%

s
s

2,733,354
535,95624 Required Operating Income (Schedule GWB-1, Line 5)

25 AdjusledTest Year Operating Income (Loss) (Sd1edu\e GwB-1 o, Line 29)
25 Required Increase in Operating Income (L24 - L25)

s 2,097,397

s
s

971 ,508
(345389)27 Income Taxes on Recommended Revenue (Col. (F),L52)

28 Income Taxes on Test YearRevenue (Cd. (C), L52)
29 Required Increase in Revenue to Provide forIncomeTaxes (L27 - L2B)

s 1_31a.497

s 9,153,704
onooov.

Adjusted Test YearUnocrllectibla Expense

s
s

TO Recommended Revenue Requirement (SchedWe GWB-1, Una 10)
31 Urlccllecrtlble Rate (Line 10)
32 Uneoileciible Expense on Recommended Revenue (L24 ' L25)
33
34 Required Increase in Revenue to Provide for Unuuilenible EXP

s

35
Se
37

Property Tax with Recommended Revenue (GTM-15, 20)
Property Tax on Test Year Revenue (GTM-15. Col A, L16)
lnaease in Property Tax Due to Increase in Revenue (L35-L36)

s
s

216,832
1801453

38 Total Required Increase in Revenue (Les + L294> L37)
s

s 36,379

3,452_274

ten :cm Fm rEl rF
lA\

Calculation of Income Tax:
39 Revenue (Sch GWB-1, col. [C] L98. 10)
40 Oneraling Expenses Exdudng Income Taxes
41 Synchronized Interest (L55)
42 Arizona Taxable lnoome (L39 L40 - L41)
43 Arlzona Slate Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Fweal Taxable Income (L43 . L44)
45 Federal Tax on Flrsl Income Braoke1($1 . 550.800) @ 15%
47 Federal Tax on Second Income Bracket ($50,001 - S75,000) @25%
48 Federal Tax on Third Income Bradcet ($75,0D1 - $100.000) @ 34%
49 Federal Tax on Fourth Income Bradrel (s100,001 $335_000) @39%
so Federal Tax on Filth Income Bracket ($335_001 -$1D,000.000) @34%
51 Total Federal Income Tax
$2 Comblned Federal and State Income Tax (L44 + L51 )

l
53 Applicable Tax Rate
54
55

34.000095

Calculation of Interest Svnclvonizalion:
as Rate Base (schedule Gwa3_ col. (<:>. Line 18)
57 Weighted Average Cost of Debt
5B Synchronized Interest (L45 x L46)

l$unchywe¢! I
s

s

37,239,151
3.19G0%

1,187 929



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
n o .

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

$

48,893,385
10,514,488
38,378,897 $

(15,408)
76,672

(92,080) $

48,877,977
10,591,160
38,286,817

LESS!

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ 17,318 $ 37,866
1 ,057

36,809

20,548
1 ,057

19,491 17,318

7 Advances in Aid of Construction (AIAC) 1,175,373 1,175,373

1,006,408 1,006,4088 Imputed Reg AIAC

9 imputed Reg CIAC 392,368 392,368

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD.-

(1,326,577)
1,225

(1 ,326,577)
1,225

11 Cash Working Capital 480,140 (438,413) 41,727

12 24,906 24,906

13 56,510 56,510
##

14

15

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits (777,486) 892,284 114,798

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 377901,086 $ (661,935) $ 37,239,151

f

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4 .
Column (C): Column (A) + Column (B)

ll:



n

! Rriueuans:
1 p1=~. A¢mundalsd Dunredliun Ind AlA Sdleélle GWB-5
2 W°"l\iH9 c.plu samaue GWB8
3 lamed Rag AIAC Sdudde GWB-7
4 Delqred D$b sdumn Gw8a
s csAcJAIAc ion CVVP Sdlodde  wa s
s a . gr Arselit Trnli1nsl\t Phi! Sd\edla GWB-SA

AnlzouA~nmERlcAn WATER COMPANY . SUN CITY WEST WATER
DUCKM No. wsa1:lu:A-aa4>2z7
Test Year Ended December 31, 2801

Schedule GWB4
SURREBUTTAL

r

SUMMARY OF DRIGINAL COST RATE BASE ADJUSTMENTS

i
r

UNE
u.Q.

AccT.
MY Q;scRlpT\on

IA:
coupAnv
As FILED

[51

ADJ #1

[Cl

A01 so

(Tl

Alan

(El

AD J #

KE!

A n u s

m

ADJ#5

IG?

ADJ #7

IH]

ADJ #8

IFS
STAFF

ADJUSTED

amuse
1,246

11,551
44,957

zupss
1,345

11,651
44,957

1
1
3
4
s
s
7
8
s

7,620,981
z24,521
su,as1

7,52D.9l!
n 4 . u 1

90.867

16,13 1s.szs
19
11
12
13
14
15
16
11
18

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

2,5!1,3ao
as,n44

5,105,526
4,sos

169,691

2,587,380
ae.o44

5_105_925
4,sus

159,595

(92.vw)
7s,s7z

s
s
s
s
s
s
s
s
s
s

e,a4s,soa
7so,ns:

13,855,020
s i s

409,359
z52,e9a

159
7,342,742
1,756,D13

147,291
1,535,680

6.254,523
835,735

13,055,020
S16

409.339
2sz.sss

ws
7,342,742
1.756.951

\47291
1,B35,5M

19
to
21
zz
23
24
i s
Zs
27
pa
i s
3°
3\
32
33
14

FLANTIN SERVICE;
301000 °f\1°"51l*i°¢\
302000 FFIHCSNSBS
303200 Land L Land Rights SS
saszmx Lind a Land Raws P
303500 Lind 5 Lind Rm: TD
soseaa Land a Land R1gm= AG
a04100 Sflud a Imp ss
ao4zoo snug a :mp P
304300 Shad & imp WT
304400 Stud L imp TD
swam Shad u. Imp Qflices
:404soo Sam 81 Imp Mitt:
305000 Celesta A Impounding
so moo Wells a svfivm
310100 Pnw=f Gmentian Equip emu
3112m Pump Equip El¢mic
311300 Pump Equip Mud
arson Pump Equip Other

WT Equal maa-
320100 WT E459 Nun-ram.
:Janna Din Rneavuhx & Svundpipe
331001 m Mains No( Chsdiid by sou
331100 TDMahs4in& Len
131200 TD Mans son b lin
:mama TDMlirls Mints win
332000 Fn Mains
333000 Sulvlnet
334100 Matsu
334200 Mau uuauaumu
:asooo Hyaanu
339100 www PIE lvvtangiuk
339500 Olav PIE as
340100 Clio: Funlilllz a €-uv
mum Camp A p=vluh Equip
:in we Tm: Equip Lx may Tn;
:»412oo Trans E=v-»~ HW Du!yTIh
342000 Slnras Equlpmen
343000 Tuol:,SQ\up.GII-ag: EQ#
344000 Lahonnuvy Eqaipmui
345000 Purr Operated EquipmerN
3461 no Comm Equiv Nan~Tul1phom
1145500 Comm Equip 011151

20,7a7
4e,715

z2s_m
2Lu27

142
19,541
1,sos

1s\,sss
163,135

1.338

s
s
s
s
s
s
s
s
s
s
s
s
s
s

20,1s1
45,715

225.171
21,027

142
15,641

1.606
1s1,sas
153.135

1.33B

35
36
37
so
8
to
41
42
4 :
44
i s
as
47
45
49

zz.lza zz.a2s284620 Stud A Imp Leasehold
331001 Mains
34U\00 Oflue Fllrihn & Eqlka
wszuo G-mv n. p=n»t- Eqmp
340300 Computer SuNwafe
340284) Campus SM(w\feoHm!
343000 Tuoh,Shop,GI1ga Equip
348100 Comm Equip Nan~Tdq:hana
146369 Cam lf Equal 001N

Na p a :
4s,s7:

\ea_so:
4,s9s
a.ue4

1a,ess
483

s
s
s
s
s
s
s
s
s
s
s
s
s

113,1113
4s,97:

1ao_sm
4.699
a_as4

15,695
49:

Tula»lPl:ll!i\Slwif:l 48,893385 cszpsm 45,877,977

so
51
so
53
54
55
as
so

45,979,057
Amnumun-¢<»a»s»"
n¢4pl-4-uns-i=~(LsB~Ls9)

10.514,4as
s. 3a,§7a,Bs,=.3

75.572

78.572
s . s s s s :so 0591 s s .s

10,591 ,180

42849.17

s zo,s4a
\,os

19.491
1,175,373

s s s 111318

11,a1a

s s s s

1 ,oos,4,an

i

so
a s
so
81
o z
s o
s o
a s
e a
s o
a s

392.365
(tJ26.5'm

1 _zs

s u r e
1,057

:s,aus
1.175_:7:
1,906,408

:sense
(1 , : zs ,s m

1.225

41,7274ao,140 (434,411)

55.5140
z4,sos

56,518
24.s0s

SO
7 0
7 1
7 2
7 3
7 4
7 5
7 6
7 7

15551
Canutuiuuz h Nd of Caustucian (CHIC)

Law: Ananmdltzd Amellizxlion
new calc cm . Ls4)

Aura»¢=¢= in Au In cnwmmm(AlAs:)
hnmdld Rap Advlmas
1mam-4 Rn enc
5:l=n!4 Umm- Tu cnau lD=>\==)
Custumu Mina Dgposik

Ana;
Waddng Capital Alawunu
Pumping Power
Padua Wauewabf Trazhnunt Ciwlges
Mltuid and Supplies Mweniniy
Fuplylneuh
Prniennd Cawul Expel&llles
Deferred Debit
ongiful Cost Rah Bass

. m l
s .3!.90.1 pas s f43a.413) s .s..

192.284
883391. 4 (12821.89 s moan: s x s

114798
37.239151



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 .. PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[8]

LINE ACCT
M L Description
330.00 Dist Reservoirs s. Standpipe Plant

Dist Reservoirs & Standpipe Acc.Depreciation

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

75,672
76,572

[C]
STAFF

AS
ADJUSTED

76,872
78,672

References:
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . sun CITY WEST WATER
Dtrckel No. ws-01303A_08,g227
Test Year Ended December31, 2997

Sdledule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #2 - WORKING CAPITAL

[Al [5 ] [D] [El

LINE
n o . DESCRIPTiON

COMPANY
TEST YEMR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED
LEA()/LAG

DAYS
DOLLAR

DAYS

ss
s
s
$
s
s
s
s
s

*

s
s
s
s
s
s
s
s
s

703,217
(2,590)

8 3 0 , 0 7 4
2 2 7 , 8 8 9

4 , 391
9 9 9 , 9 0 3
1 9 1 , 1 2 0
1 3 7 , 6 9 9

3 3 , 8 0 2
5 8 , 8 2 2

1 3 3 , 4 7 6
14 , 331
s 1 , z 2 s

2 3 2 , 4 0 8
247 , 32B
1 7 9 , 8 9 6

e 5 , s 3 2
(324,059)

7 0 3 , 2 1 7
( 2 , 890 )

8 3 0 , 0 7 4
2 2 7 , 8 8 9

4 , 391
9 9 9 , 9 0 3
191 ,1 to
1 3 7 , 6 9 9

3 3 . 8 0 2
s s , e z 2

1 3 3 , 4 7 6
14 , 331
5 7 , 2 2 6

2 3 2 , 4 0 8
s 5 , s 7 7

1 8 0 , 4 5 3
6 5 , 8 3 2

(348,989)
1,187,929
4,774,269

1 2 . 0 0
8 6 . 8 7
3 2 , 4 2
2 8 . 4 7
3 o . w
( 3 . 88)
( 4 . 54)

4 5 . 0 0
3 0 . 0 0
4 5 . 0 0

7 . 4 6
( 10. 58)
3 0 . 0 0
3 0 . 0 0
3 0 . 0 0

2 1 z . s o
1 5 . 6 5
4 2 . 0 4

1 0 5 . 5 2
7 6 4 . 7 3

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

8,438,609
(233,582)

26,910,992
5,488,013

1 3 1 , 7 3 0
(3,B79,624)

(886,797)
6,196,439
1,014,060
2,637,990

995 . 731
(153,055)

1,716,780
6,972,229
1,967,310

38,345,249
1,030,267

(14-87,427)
12S,538,187
209,644,001

Labor
Purchased Water
Fud & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than.Group
Customer Accounting .
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than Income~Properly Taxes
Taxes Other Than Income-Other
income Taxes
Interest
Total Operating Expenses 3,790,455

(22,930)
1,187,929
1,164,999

1
2
3
4
5
6
7
a
g

1 0
1 1
1 2
1 3
1 4
1 5
1 8
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
3 1
3 2
3 3
3 4
3 5
3 6

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
Staff Adjustment

Line 21, Cd. (E) I Cd [C]
Company Workpapers
Line 24 - 23
Line 20, Col 35
Line 25 v Line 26/355 do)
Co Schedule B-5
To GWB-4

43.91
47.10

3.19
4,774,269

41,727
480,140

(438,413)

References:
Column {A]: Company Sdledule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket WS-01303A-0S-0403, approved in Decision No. 70372
Column [E]: Column [C] ' Column [D]



l

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB- 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY AIAC

[C]

CIAC
AMORTIZEDDESCRIPTION

Beginning Balance Per Decision No. 67093
None
None
None

[A]
YEAR

OF
ADVANCE

2001
2002
2003
20o4
2005
2006
2007

[B]

ADVANCE
AMOUNT

s 12,151 ,160 s

LINE

m ;
1
2
3
4
5
6
7
8
9
10

s 12,151,160

1 .797,70S
1,859,409
1 ,869,4D9
1 ,a69,40s
1,869,409
1 ,a69,409

s 11,144,752 $

(D)
CIAC

REMAING
BALANCE

12,1 so ,16o
10,353,454

8,484,045
8,614,635
4,745,226
2,875,817
1,006,408
1,006,408

None
Per Staff
Company Proposed lrnputed Reg. AlAC
Staff Adjustment , s $ 1 ,006,40B

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]: Annual Amortization of Col [B] using 5.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.

r



ARIZONA-AMERICAN WATER COMPANY. SUN CITY WESTWATER
DocketNo. WS-01303A-08-0227
Test Year Ended December 31, 20o7

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT#4 . DEFERRED DEBITS

IA]
COMPANY

AS
FILED

LINE
NO. DESCRIPTION
1 At December 31, 2o07
e

2007

STAFF
ADJUSTMENTS

B92,284
s B92,2B4.3

(777,485)
(777,4BE)_

[C]
STAFF

AS
ADJUSTED

114:798
$ (1,669,770)

REFERENCES:
Columns[A]: Company schedules
Column [B]: Column [C] Jess Column [A]
Column[C]: See testimony GWB

IB]

»



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2001

Schedule GWB . 9
SURREBUTTAL

RATE BASE ADJUSTMENT #5 - CIAC ON cwlp

[B]

ACCT
no . Description

STAFF
ADJUSTMENTS

CIAC

[A]
COMPANY

AS
FILED

19,491 s 17,318 $

[C]
STAFF

AS
ADJUSTED

36,809

References:
Column [A]: Amounts included Per filing.

1.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB QA
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - OVERCAPACITY OF ARESENIC TREATMENT PLANT

[A]
COMPANY

AS
FILED

7B0,063

[B]

ACCT
NO. Description

320101 WT Equip Non-Media

STAFF
ADJUSTMENTS

$ (92,080)

[C]
STAFF

AS
ADJUSTED

$ 557,983

References:
Column [A}: Amounts induced in plant balances per ming.



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A~D8-0227
Test Year Ended December 31, 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENT .  TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
T EST  YF AR

ADJUSTMENTS

[C]
STAF F

TEST YEAR
A S

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 5,661,030
40,401

$ $ 5,661,030
40,401

$ 3,452,273 s 9,113,303
40,401

1
2
3
4
5

Water Revenues
Other  Revenues
Other
Total Operating Revenues $ 5,701,431 $ $ 5,701,431 s 3,452,273 $ 9,153,704

s $ $

\

(181 ,751)
155,593

557 36.379

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,475
14,331
57,225

232,408
65,577

1 ,479, 134
216,832

65,832
971 ,508

Operat ing  Expenses
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pensions
Regulatory  Expense
Insurance Other Than Group
Customer Accounting
Rents
General Off ice Expense
Miscellaneous
Mairitenance Expense
Depreciat ion & Amort izat ion
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
$
$
s
s
s
$
s
$
s
s
$
$
$
$
$
$
s
s

703,217
(2,590)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,475
14,331
57,225

232,408
247,328

1 ,323,541
179,898

55,832
(324,059) (22,930)

103,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,476
14,331
57,226

232,408
65,577

1 ,479,134
180,453

65,832
(346,989) 1,318,497

6
7
8
g
10
11
12
13
14
15
15
17
LB
19
20
21
22
23
24
25
26
27
28
29

Total Operating Expenses
Operating Income (Loss) s

5,114,006
587,425

(48,531)
48,531 s

5,065,475
635,956 s

1 ,354,B76
2,097,397 s

6,420,351
2,733,353

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 2u

ADJ #
1 Management Fees
2 Depreciation Expense
3 Property Taxes
4 In me Taxes

XRIZONA-AMERICAN WATER COMPANY . SUN ciTy WEST WATER
Docket No. WS-01303A-08-0227
fest Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS . TEST YEAR

[A]
COMPANY
AS F\LED

[B]
Tank Mains.

ADJ #1

[Cl
Depreciation Exp,

ADJ #2

[D]
Property Taxes

ADJ #3

[El
income Taxes

ADJ #4

[G]
STAFF

ADJUSTEDLINE
n o. DESCRIPTION

$ 5,561,030
40,401

$ $ $ $ 5,661,030
40,401

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 5,701,431 $ $ $ $

$
$
$
$ 5,701 ,431

$ $ $ $ $

(181,751)
155,593

557

703,217
(2,690)

830,074
227,889

4.391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1 ,479,134
180,453
65,832

(346,989)

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
247,328

1 ,323,541
179,896
65,832

(324,059) (22,930)

6
7 Labor
B Purchased Water
9 FueI.& Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Oftioe Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
z5 Income Taxes
26
27
28
29
30
31
32
33
34
35
36
38
39
40
41

/

42 Total Operating Expenses
43 Operating Income (Loss)

$
s

5,114,006
587,425

s
$

(181,751)
181,751_

$
$

155,593
(155,593)

$
$

557
(557)

$
$

(22,930)
22,930

$
s

5,065,475
635,955



s

I

I

ARIZONA-AMERlCAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31 , 20o7

Surrebut tal  Schedule GTM-12

OP E RA TI NG I NCOME  A DJ US TME NT # 1  l  MA I NTE NA NCE  A CCRUA L

LI NE
n o . DESCRIPTION

[C]
STAFF

RECOMMENDED

1 Maintenance Expense

[A]
C O M P A N Y
P R C P O S E D

$ 247, 328

[B]
S T A F F

A DJ US T M E NT S

$ (181,751) $ 65,577

Repai r  and Maintenance Expenses
Calendar year  2005
Calendar year  2006
Calendar year 2007
Total  for three year period

37 , 809
48 , 820

110 , 302
195, 731

»



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. W$-01303A-08-0227
Test Year Ended December 31, ZDO7

Surrebuttd Schedule GTM-13

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

L IN E
N O .

ACCT.
n o . DESCRIPTION

[Al
PLANT

BALANCE

[5]
DEPRECIATION

RATE

[C]
DEPRECIATION

EXPENSE

20,085
1.346

11,651
44, ss7

7,520,981
224,821

90. ae1

190,525
3.755
1,517

16,828 779

1
2
3
4
s
6
7
8
g

1 0
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8
1 9

2,587,380
36,044

5,105,926
4,s05

169,696

65,202
1,593

225,682
225

a,502

5,345,603
835,735

13,055,020
s i s

409,389
252,598

1 6 9
7,342,742
1 ,756,083

147,291
1,835,580

448,070
13,973

199,742
9

e,zs4
3.865

3
182,100

44,078
s_ss7

36,714

F¥44hIT'HV

301000
302000
303200
303300
303500
303500
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500

0
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
345100
345300

S E RWCE :
Organizat ion
Frand'\ ises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
St ru t  a  imp SS
St ru t  &  Imp P
Struck & Imp WT
St ru t  a  Imp T D
Druci & Imp Off ices
Struck & Imp Misc
Called  a Impound ing
Wells & Springs
Power Generat ion Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
\N'l'  Equip Media
WT Equip Non-Media .
Dist Reservoirs 8- Standpipe
TD Mains Not Classif ied by Size
TD Mains min & Less
TD Mains Sin to Bin
TD Mains 10in to 15in
Fire Mains
Services
Meters
Meter Installat ions
HydfaMs
Othber PIE Intangible
Other PIE SS
Office Furniture & Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hvv Duty Tris
Stores Equipment
Tools,5hop.Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

20,787
46,715

225,177
21,027

1 4 2
19,641

1,606
1G1,BB5
163,135

1.338

0.00%
0.00%
0.o0%
0.00%
0.00%
0.00%
2.50%
1 .S7%
1 .67%
2.00%
4.53%
0.00%
0,00%
2.52%
4.42%
4.42%
5.00%
5.01%
5.00%
7.06%
1 .67%
1.53%
1 .ss%
1 .53%
1 .53%
1.53%
2.48%
2.51%
2.51%
2.00%
0.00%
2.oa%
4.59%
10.00%
20.00%
15.00%
3.91%
4.02%
3.71%
5.02%
10.30%
4.93%

954
4.672
45,035
3,154

6
790
60

s,127
16,803

56

2z , a2s s , zeo

J

304520
331001
340100
340200
340300
340300
343000
346100
346300

Strict & Imp Leasehold
Mains
Of lice Fumiiure & Equip
Comp a Periph Equip
Computer Software
Computer Software-Other
Tools,Shop,Garage Equip
Comm Equip Ncn-Telephone
Comm Equip Other
Total Plant in Service

1131033
45,973

1B0,903
4,699
3.864

18,698
4 9 3

48,970,057

14.2B%
1.53%
4.59%
10.00%
25.00%
25.00%
4.02%

10.30%
4. 93%
3.22%

5,188
4,s97

45,226
1,115

155
1,926

24
1,577,512

301000
302000
303200
303300
304620

0.00%
0.00%
0.00%
0.00%

14.28%
s

20,086
1,346

11,651
44, 951
22,82a

48,869,189 s
a, zso

1,574,252
3.22%

s 37,865 s
s

zo
21
22
23
24
25
25
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
sz
53
54
55
56
57
58
59
60
61
62
53
64
65
56
67
CB
as
70

Less Non Depreciable Plant
Organization
Frandmises
Land & Land Rights SS
Land & Land Rights P
Struck & Imp Leasehold
Net Depreciable Plant and Depreciat ion Amounts
Composite Depreciat ion Rate
Less
Amollizat ion of  Regulatory c\Ac at  Sett lement Rate
Amortization of ClAC at Composite Rate
staf f  Recommended Depredation Expense
Company Proposed Depreciat ion Expense
Staff Adjustment s

57,158
1,220

1,479,134
1.323.541

155,593

Co l A
C d B
C d C

References: |
Schedule GWB-4
Proposed Rates per Staff Engineering Report for Non Allocated Plant
coz rAn times Col Is] \



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTm-14

OPERATING ADJUSTMENT #3 u PROPERTY TAX EXPENSE

[A] [B]

$ 5,701,431
2

11 ,402,862
5,701,431

17,104,293
. 3

5,701,431
2

11,402,862
13,454

$ 5,701,431
2

11,402,862
9,153,704

20,556,566
3

5,852,189
2

13,704,378
13,454

11,416,316
0.23

2,625,753
6.87%

180,453
179,896

557

13,717,832
0.230

3,155,101
6.87%

$
$
$

1
2
3
4
5
5
7
8
9
10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 I Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 ' Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 ' Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 15)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
s

216,832
180,453
36,379

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22/ Line 23)

$
$

36,379
3,452,273
1.05377%

i

l

REFERENCES: o
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 Line 20
Line 23: Schedule GWB-1, Line 8

i



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-D8-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

OPER A T I N G I N C OM E A D JU ST M EN T  #4  .  I N C OM E T A XES

L I N E  A C C T
n o . n o .

[ A ]
C O M P A N Y
P R O P O S E D

[ C ]
S T A F F

R E C O M M E N D E D

1

D ESC R I PT I ON

Income Taxes $  ( 3 2 4 , 0 5 9 )

[ B ]
S T A F F

A D J U S T M E N T S

$ (22,930) $ (345,989)

References :
Co lumn (A) ,  Company  Schedu le  C -2
Column (B) :  Tes t imony  GTM
Column (c ) :  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY _ PARADISE VALLEY WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31. 2007

SUrREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE _ ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT. ACCUMUI_ATED DEPRECIATION & AIAC
e RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - CIAC INCWIP
8 RATE BASE ADJUSTMENT #4 _ DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - ACCUMULATED DEPRECIATION CORRECTION

10 OPERATING INCOME STATEMENT _ TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 _ TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - CHEMICALS EXPENSE
15 OPERATING INCOME ADJUSTMENT #4 _ PROPERTY TAX EXPENSE
16 OPERATING INCOME ADJUSTMENT #5 _ INCOME TAX EXPENSE



1,621 ,522$1,621 ,522$

ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRlPTlON

(A)
COMPANY
ORlGlNAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(0)
STAFF
FAIR

VALUE

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / LI )

$ 40,854,986

$ 1,552,497

3.80%

$ 40,864,985

$ 1,552,497

3.80%

$ 38,855,656

$ 1,857,671

4.81%

$ 38,855,556

1,857,671

4.81 %

$

8.40% 8.40% 7.34% 7.34%
4

5 s $

$

$

$

$

$
6

Required Rate of Return

Required Operating Income (L4 * L1)

Operating Income Deficiency (L5 - L2)

Gross Revenue Conversion Factor

$

3,432,659

1,880,161

1 .6496

3,432,559

1 ,880,161

1.6496

2,852,005

984,334

1.6473

2,852,005

984,334

1.6473
7

8 $ 3,101,546 $ 3,101,546

g $ $

$

$

s
10

$ 7,848,732

$ 10,950,278

39.52%

7,848,732

$ 10,950,278

39.52%

7,848,732

9,470,254

20.66%

7,B48,732

9,470,254

20.66%
11

Required Revenue Increase (L7 ' Le)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11.75% 11.75% 10.00% 10.00%
12

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Tag!Year
Paradise Valley

s
s
s

7,848,732
5,588,225
1,242,757

s s s 1_017.740
6.955096

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

70,916
946.824

7 , soo
e.25o
a,5oo

91.650
2ua, o2o
321. 920

s
s
s
s
s
s
s
s

s s s 392,836

S\a1'I  Recommended
Paradise valley

s
s
s

9,470,254
5,605,625
1,242,757

s z .e20.8e2
8.968096

s

182.622
2,438,241

7 , soo
5. 250
8, 500

91, eso
715. 102
829. 002

s
s
s
s
s
s
s
s

s
s

s 1,o11 .s24 s

Paradise Valley
s 38,958,204

3.1900%
s 1 ,242,767

ARIZ0NA,AMERI¢AN WATER COMPANY .  PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31,  2007

Schedule GWB-2
SURREBUTTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) cu) tEl (FlLINE
B Q DESCRIPTION

1
2
3
4
s
e

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - l.2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (L3 . LE)
Revenue Conversion Factor (L1 I LE)

100.DDOO%
D.0ooo%

1DD.0000%
39. 2957v .
s 0 . 7043%
1. 647325

1DD.Doo0%
3B.5989%
e l  . 4011%

O.Doo0%

7
8
9

10
11

Calculat ion of  Unool ledt ible F ac t o r
Unity
Combined Federal and State Tax Rats (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Urlualieotible Rare
UneoNect ible Fader (La • L10 ) D.00DG%

12
13
14
15
16
17

1 o o u o o o %
5. 95809-

93. 0320%
34. 0000%
31530941/,

Canal/aliaw of Enacrfve Tax Ra te :
Operating Income Before Taxes (Arizona Taxable income)
Aiiznna State Income Tax Rate
Federal Taxable income (L12 . L 13)
Applicable Federal lrlcume Tax Rate (line 44)
Effective Federal Income Tax Rate (L14 x L 15)
Combined Federal and Slate Income Tax Rate (L13+L16) 3B.5989'/o

10D.D000%
38598958
61 .4011 Ya

1.134B%
0.696858

LB
19
20
21
22
23

Calcufaf ibn of E l i ied ive Fiooertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined income Tax Rate (L1B-L19)
Property Tax Fader (GTM-14, L24)
Efléciive Pmpeny Tax Factor (L20°L21)
Combined Federal and State Income Tax and Proper ly Tax Rate (L17+L22) 3 9 2 9 5 7 %

2 4
2 5
2 6

s
s

2,B52,005
1,557,571

Required Operating Income ($c:hedule GWB-1, Line 5)
Aa}ustedTes1 Year Operating Income (Loss) (Schedule GWB~10, Line 42)
Required Increase in Operating Income (L24 - L25) s 984.334

2 7
CB
2 9

s
s

1,011 ,624
392, 536

Income Taxes on Recommended Revenue (Cd. (F), L52)
Income Taxes on Test year Revenue (Col. (C), L52)
Required increase in Revenue to Provide for lncnmne Taxes (L27 - L2B) s 615, 787

s 9,47D.254
D.0OOO%

s
s

30 Recommended Revenue Requirement (Schedule GWB-1, Line 10)
31 unennectabae Rate luff  10)
32 Unuullectible Expense on Recommended Revenue (L24 ' L25)
33 Adjusted Test Year Uncollectible Expense
34 Required lnaeasa in Revenue to Provide for LJnl:onecu'ble Exp. s

35 Pmpaty Tax with Recommended Revenue (GTM-15. 20)
36 Pvoneny Tax on Test Year Revenue (GTM-1 S, Col A, L16)
as Increase in Property Tax Due to lnaease in Revenue (L35-L36)

s
s

2B5,829
267, 428

CB Total Required Increase in Revenue (LZ6 4> L294» L37)

s

s

rAm

1a_401

1,621,523

ram lm ( D l I E ! rF

Calculation of lnvsome Tax:
39 R evenue ( So:  GWB - 9,  coup)  Ls .  GWB - 1,  C oI  ( D ) .  LE )
40 operat ing E xpenses E xc luding I ncome Taxes
4 1 Synczhlonizad Inieqesi (L47)
42 .Ar izona Taxable Income (L30 -  L31 -  L32)
43 Al lzana St a le  I ncome Tax R at e
4 4  A r i z o n a  ! n e o l n e T a x ( L 3 3 x L 3 4 )
45 F ederal Taxable I ncome (L33 .  L35l
is Federal Tax on Hrst  Income Bracket  (51 -  $50,0G0)  @ 15%
47 Federal Tax on Second Income Bracket  (S5D,D01 .  $75,00D) @25%
pa Feaafax Tax on Third Income Bracket  (575,001 .  s1oo_oao)  @34%
49 FeaeraI  Tax on Fnunh Income Br2d\e!  (s100,001 .  s33s_uool @ 39%
so Feaefam Tax on Fun Income Bracket  ($335,001 -510,CI00,00D) @ 34%
51 Tata! FederaI Income Tax
52 Combined Federal and State Income Tax (L354-  L42)

5 3
5 4
5 5

ef feaivs Tax Rate 34.000096

5 5
5 7
5 8

Qaloulabbn of Interest Svnchronizafion:
Rm Base (Sd'ledu4e ems. Cd. (cl. Line 18)
Weighted Average Cost  of  Debt
Synchronized lntenest (L45 x L46)



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY. WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTTAL

RATE BASE _ ORIGINAL COST

(B)

LINE
n o .

(A)
C O M P A N Y

A S
FI LED

S T A F F
A D JU S T M E N T S

v (0)
S T A FF

A S
A D JU S T E D

1

2

3

$ $ $Plant in Service
Less:  Accumulated Depreciat ion
Net Plant  in Service $

61,588,447
12,099,985
49,488,461 $

(180,916)
(80,362)

(100,554) $

61,407,531
12,019,623
49,387,907

LESS:

4 .  Contribut ions in Aid of  Const ruct ion (CIAC)
5 Less:  Accumulated Amort izat ion
6 Net  CIAC

$ 12,789,338
5,539,222
7,250,116

$ 322,588

322,588

$ 13,111,926
5,539,222
7,572,704

7 Advances in Aid of  Construct ion (AIAC) 1,704,269 t ,704,269

8 Imputed Reg AIAC

9 imputed Reg CIAC

1 0 Deferred Income Tax Credi ts (Debi ts)
Customer Meter Deposi ts
ADD.'

1,600,604
12,800

1,600,604
12,600

11 (502,551)

1 2

549,034

117,955

i s 38,726

46,483

117,955

38,726

1 4

1 5

Cash Working Capi ta l

Prepayments

Suppl ies Inventory

Projected Capi tal  Expendi tures

Deferred Debi ts 1,238,398 (1,083,637) 154,761

1 6 Purchase Wastewater Treatment Charges

1 7 Original  Cost Rate  Base s 40,864,986 $ (2,009,330) $ 38,855,656

J

References:
Column (A),  Company Schedule B-2
Column (B):  Schedule GWB~4
Column (C): Column (A) + Column (B)

In

in

in

-I

cl
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1
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Plant AneunMnn DcgrnéWiuvl Sduddn GWB-5

2 WUMWIB c-vw-I Sdlldvll GNE-5
3 CMC m CWIP Sdmélk9~g_7
| Ddirld Dehllx Sdludl-it Gwa-a
5 END( Currualun Cm Rebuild Tzstimon Sdxuduls Gws-s

i
/

'v'

I

ARXZDNAmANIERICAN WATER COMPNY . PARADISE VALLEY WATER
Decks No. ws-ouu;A.na-uzz1
To! Year Endetl Duenmher 11, 2907

Schedule GNB-4
SURREBUTTAL

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

UNE
in.

COMPANY
15)

MDJ #1

III

882.8

In]

ADJ #pa

[El

An.: #4

[El

m m

IF]
sTAr=F

ADJUSTED
Aocr.
us. DESCRIPTION

(Al

8.018

15,3511

10,52D

1s,aso

10_s20

a_:¢24 a,zz4

man, 155
o

3.08:_nso
2a:7s4

5.732

16,975,165
D

3,0031090
2a_1s¢
5,732

u m
(8,633)

:Loss
(1.53)

1,519,915
ss4,aa1

3,580,015
190

(112214)

1,519,915
ssh, 1

:\,4s7,a01
190

pun fr W ssnwgr-
301000 Orgsnizalibn
302000 Frandxisls
388600 Mlsaulannnus lnMugiblu
loazuc Lind a Land Right ss
:cacao Lind s Lana Rights P
301500 Lind a Lind Right TD
303800 Lana a Lind Right AG
304100 Stunts Imp SS
304200 Strict I. Imp P
:mono sawn A :mp wr
aauan save & Imp TD
2D1EDO saw: s Imp AG
:o4aco awa A Imp Of6ces
394700 sxruu I. \mp snare, so. Gar
304800 Silva I. Imp Misc
:msuao cuba s- Impwnamg
301000 Willi L Springs
310100 Fawn Glnernion Equip OHM
311200 Pump Equip Elucnie
311300 Pump Equip Dlesd
3115/10 Pmnp Equip ours
:ammo WT Equip Nun-Mdia
309000 Supply Mlle
830000 Disk Reservoirs I Shmlpipi
Mawr TD Mains Nut cxaninoa by son
331100 TD Mans min & Liss
331200 TD Main: Sin In lin
331390 TD Mains 10in ea 16in
aazuao Fila Main!
333000 Services
334100 Mal:
:z42oo Md! lnstlli ltiuns

9826,155
14,055

2,184,548
1395.291

114,959
s,o4u,2sa
9, 13z_41a

14,058
2. 724 751

350570
14,304

1,us4,:sz2

(BBJW)

9,a2s,1s5
14,05a

2,115,948
2,395,291

114.959
s_o4u,2ne
9,132-418

14,osa
2,124,'r5a

350,a7u
14a,304

1_as4_3z2335009 Hyinntl
338109 Othhd PIE Intanglhh
3395/10 Oth! PE TD
340190 OMen Fumitun s Equip
anno camp a Perish squlp
348300 Cnmpull Sultan
340505 om' OMN Sqvwnwx
341109 Trans Eqvlv Lt Du\yT1k!
341300 Trans EMP AIAns
341400 Tun: Equip cum lgunwnx mol
343000 Toms,shop,Gmll Equip
:4400o Lnbunnhsry Eqvipmuu
345000 Pew Opsvukd Equipmum
346161) Comm Equip Nun-Tulephovu
348300 Comm Equip Omar

55,512
Sus:
14.711

57:
(0)

3.541
27,905

111 ,Na
17,6212
114,131

:asks
sa_a41

5a.s12
a1,292
14,111

874
(UI

s,s41
21,s0s

111,116
1r.a2o
9s,1a1

:sauna
sa.s41

3410060 Prupf.-ny Hold lo: FMU! Ur
AFUDC Debt

a4,4oa
1,:t:7a

34_4u9
1,m

7,8128 1.024:o4a2o saw: a "HP L-nhuk!
nmoi Mains
a40100 DNN Fur hum & Equip
mum C°"»» s puiph Ewp
340300 Curnpmu Sdiwun
340309 Cur punt Salmon-OMar
343090 Toole,shup_Glngl Equ\p
345198 Comm Equip Nnnfdnphnnn
a4saoo Comm sawn emu

:4_ao1
14,155
55_587
1,447
1.19o
5.757

152

34.101
14,155
ss,e97
1,447
1,190
5,151

152

F°i\T*I P\lM
R-d-ww wua412 by on zoom

3078100 Wits a. Springs
311200 Pump Equip Eudlic

1.257.750
s n2 5 o

1.251.1so
s7'/.zs0

Rnmnvnl of 51:1449 was #12
:ovum wma; a Springs
3112110 Puma Equip Ehdrie

(\Dl,29l)
1so_s1s)

nw.2=4)
(50,57I)

RlhahlllllllWull m
304520 saw a Imp Llllihdd
:4a4700 50udllmpS\un,Shap,Glr
:moo was A Swill fr
38BD00 Suypty Muire
3112G0 Pmnp Equip Eludlit
311500 Pump Equip Omar
:a non  mum

IS
1,300

1ea,aan
a_4su

83,200
1s,snn
5,590

use
1,3011

159,390
1,4sn

83,280
19,509

5590

Rmavnl M E>dmIng Wail #17
301900 Wins a Spring:
311380 Pump Equip Died

(163,649)
(191)

(183,649)
(191)

no no Pad TY Addillons 1,899,267

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
x
s
s
s
s
s
s
s
s
s
s
s
s
s
s
x
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

1,899,287

1l:lu pm In s¢rvl=¢ 81538448 61,407,532

Al=:lm1lll11l!Dupndlilull
n¢ run m Sawn (LSB - Les)

12.os9,sas
s 49,488,483

HB0318)

(1BD,I15\
g . s s * s s

1oo.ss4
11D0.554) s

1201s.m
49,357,999

s 17.751339
5,539.28
1,zso_11s
1,704,21s

s s a22.sn

:Hz,sen

s s s 13,111,925
5539.222
T,5T2.704
1,794,269

1

2
3
4
s
s
1
s
g
TD
11
12
1 :
14
15
15
11
1l
19

I G
21
2
p a
24
25
Eu
27
p a
29
30
31
: 2
33
34
35
as
31
so
as
40
41
42
43
44
i s
18
47
41
49
AD
51
52
53
54
as
as
57
so
59
BD
81
s o
s o
$4
BE
s o
51
B l
as
TB
11
72
1 :
14
75
T l
77
7 s
79
an
BI
12
BE
AS
as
as
a l

as
as
90

91

so
so
94

as
as
SO

no
99 1_|4:o,e04

mono
1,aco,ea4

12.860

s4s.az4 (502551) * 44l.4a:

we
101
doz
ma
1o4
Los
we
101
101
vas

: a n s
111,955

:maze
nn955

s

L B S :
Cuiilihutiuns In Aid al Cmsiludiun (C\A£)

Lax: Awnmnma Amwbcicn
nu enc use . LBS)

Aavuneu in Nd d cmuwuawn 1A1A=>
lmpuhd Rag Anvnnecs
In v mg cIAo
Dlhlvd 1118GfY\1 Tax cy-am (Dam)
Custufnu Mau Depnlx

ABE
Wnrklug Capiill Momma
Fuonping Power
Fuwdmu Wlstuwutl Tnltvnmi charge
MM1HM and Supplies Invenmy
Flnplymlnts
Fwuyau caped Expuudltunu
Dlfefld Dan:
Grlglnd Ca"l&R1i8 Ban

1,238398
s AD,BB4,9B8 s s Iso2,s51.i s lazzsaal s

l1oaa.a3'n
{1,lJB3537} s (1D0,554\ s

154 781
as,nss_ssa

.1



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
DocketNo. WS~01303A-08-D227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 . PLANT, ACCUMULATED DEPRECIATION

[B] [C]
STAFF

AS
ADJUSTED

LINE
no .

ACCT
NO Description
330.00 Dist Reservoirs & Standpipe Plant

Dist Reservoirs & Standpipe Acc.Depreciation
311.20 Pump Equip Electric

Pump Equip Electric Acc Depreciation

[A]
COMPANY

AS
FILED

6B,702
68,702

112,214
112,214

STAFF
ADJUSTMENTS

(68,702)
(58,702)

(112,214)
(112,214)

Reierencesi
Column [A]: Amounts included in plant balances per filing.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]

8



}

ARIZONA-AMERICAN WATER COMPANY . PARAMSE VALLEY WATER
Docket ND. WS-01303A-08-0221
Test Year Ended December 31, 2007

schedule GWB-8
SURREBUTTAL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

lAI [B] ID! [E]

STAFF
TEST YEAR

ADJUSTMENTS
LE4D/[AG

DAYS
DOLL4R

DAYS
LINE
no . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

[C]
STAFF

TEST YEAR
AS

ADJUSTED

715,859 s 715.859 B,59D,308

693,055
235,982

(290)

*

s
s
s
s
s
s
s
s
s
s
$
$
s
s
s
s
s
s

923.778
1B4,B2II
130,911
Z1 ,283
45_4a5

123,742
21,467
a1,aeo

351 ,BZB
575,292
268,995

87,972
zza,4oo

893,088
1B5,037

(290)
~aza,778
184,827
130,911
21,283
45,435

123,742
21,467
a1,aeo

351.828
124,831
285,829

67,972
1,011 ,s24
1,242,767
5,217,829

12.w
86.B7
32.42
28.47
30.80
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.58)
30.00
30.00
30.00

212.50
15.85
42.04

106.52
764.73

s
s
s
s
s
$
s
s
s
s
s
s
$
$
s
s
s
s

22,469,271
5,258,003

(8,700)
(3,584,259)

(857,599)
5,890,998

s3.,490
2,044,575

923,115
(229,268)

2,635,800
10,554,840
3,744,930

60,738,731
1,063,789

42,52B,G54
132,379,510
294,791 ,171

*

*

*

Labor
Purchased Water
Fuel & Power
Chemicals .
Waste Disposal
Management Fees
Grvoup Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
R a t s
General Of lice Bcpense
Miscellaneous
Maintenance Expense
Taxes Other Than \ncomeProperly Taxes
Taxes Other Than lncomeOther
Income Taxes
lnteresl
Total Operating Expenses 4,580.411

1 ,242,767
1,242,757

1
z
3
4
s
6
7
B
g
10
11
12
13
14
15
16
17
l a
19
z0
21
22
23
24
25
2B
27
28
29
30
31
32
33
34
35
as

Expose Lag
Revenue Lag
Ne! Lag
Staff Adjusted Expenses
Cash working Capital
Company As Field
Staff Adjustment

Line 21, Col. (E) I Cd [C]
Company Wurkpapers
Line ZN - 23
Line to, Cd 35
Line 25 Ume 26/365 das
CO Schedule B-5
To GWB-4

47.41
50_t3g

2.73
6,217,829

45.483
549,034

(502,551)

References:
Column [A\: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column [C]: Column [A] + Column [B]
Column [D]: Expense Lags Used on Docket ws-01303406-0403, approved in Decision No. 70372
Column (El: Column [CI ' Column [D]

i

i



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS»01303A-D8-0227
Test Year Ended December 31, 2007

Schedule GwB- 7
SURREaUTrAL

R T E BASE ADJUSTMENT #3 .. CIAC ON CWIP

ACCT
n o . Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

IB] [C]
STAFF

AS
ADJUSTED

CIAC 12,789,338 s 322,588 $13,111,925

References:
Column [A]: Amounts included Per tiling.
Column (B): Per Testimony GWB
Column (C): Column [A] plus Column [B]



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No_ WS-01303A-08-0227
Test Year Ended December 31, 2001

RATE BASE ADJUSTMENT #4 . DEFERRED DEBITS

[B]

Schedule GWB - 8
SURREBUTTAL

LINE
n o. DESCRIPTION

1 At December 31, 2007
6

2007

[A]
COMPANY

AS
FILED
1,23B,398

s 1,238,398

STAFF
ADJUSTMENTS

(1,083,537)
s (1,0a3,s37l  $

[Cl
STAFF

AS
ADJUSTED

154,751
2,322,036

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARlZONA~AMERlCAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A»08-D227
Test Year Ended December 31, 2007

Schedule GWB . 9
suRREBu1'rAL

RATE BASE ADJUSTMENT #5 - ACCUMULATED DEPRECIATION CORRECTION

[8]

DESCRIPTION
Accumulated Depredation 2007

tAl
COMPANY

AS
FILED

12,099,985
12,099,985

STAFF
ADJUSTMENTS

100,554
$ 100,554

[C]
STAFF

AS
ADJUSTED

12,200,539
12,200,539

REFERENCES:
Columns [A]: Company schedules
Column [B): Error Correction Per Co. Rebuttal

(See Gulowski, page yiD
Column [C]: Col [A] plus Cd [B]

\

. L



ARiZONA-AMERICAN WATER COMPANY . PARaDISE VALLEY WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31 , 2007

Schedule GWB-10
SU R R EBU T rAL

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [ 8 ] [D] [E]

LINE
no. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

IC ]
STAFF

TEST YEAR
AS .

ADJUSTED

STAFF
RECOMMENDED

CHANGES
STAFF

RECOMMENDED

$ 7,832,113
16,519

$ $ 7,832,113
16,619

$ 1,621,522 $ 9,453,635
16,619

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 7,848,732 $ $  7 , 8 4 8 , 7 3 2 s 1,621,522 s 9,470,254

715,859 $ 715,859 $ $ 715,859
$
$
$
$
s
$
$
s
s
$
$
$
$
$

(51 ,945)

(453,4S1 )
27,364
(1 ,567) 18,401

593,068
185,037

(290)
923,778
184,827
130,911

21 ,283
45,435

123,742
21 ,467
87,860

351 ,82B
124,831

1 ,643,187
285,829
57,972

1 ,011 .624

Labor
PurchasedWater
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes-Property Taxes
General Taxes-Other
Income Taxes

$
s
s
$
s

693,068
236,982

(290)
923,778
184,827
130,911

21,283
45,435

123,742
21 ,457
87,850

351 ,B28
578,292

1 .515.824
268,996
67,972

228,400 164,437

693,068
185,037

(290)
923,778
184.827
130,911

21 ,283
45,435

123,742
21 ,467
87,860

351,828
124,831

1 ,643,187
267,428

67,972
392,836 618.787

e
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

Total Operating Expenses
Operating Income (Loss) .L

6,298,235
1 ,552,497 s

(315,173l
315,173 _a

5,981 ,061
1,857,671 __s

637,188
984,3m s

6,618,249
2,852,005

References:
Column (A): Company Schedule C-1
Column (B):Schedule GTM11
Column (C):Column(A) + Column (B)
Column (D):Schedules GWB 2, Lines 29 and 37
Column (E):Column (C) + Column (D)



ADJ #
1 Management Fees
2 Depreciation Expense
3 Chemicals Expense
4 Properly Taxes
5 Income Taxes

References:
GTM 12
GTM 13
GTM 14
GTM 15
GTM 16

SUMMARY OF QPERATING INCOME ADJUSTMENTS - TEST YEAR

ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

LINE
NO.

e
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Ofice Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 GeneralTaxes-property Taxes
24 General Taxes-Other
25 income Taxes
26
27
28
29
30
31
32
33
34
35
35
38
39
40
41

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues

DESCRIPTION

s

s

s 7,848,732

[A]
COMPANY
AS FILED

7,832,113
15,519

693,068
235,982

(290)
923,778
184,B27
130,911
21 ,283
45,435

123,742
21 ,467
B7,B60

351,828
578,292

1,515,a24
2BB,995
57,972

22B,4D0

715,859

s

$

s

[B]
Tank Mains.

ADJ #1

(453,451)

[Cl
Depreciation Exp.

ADJ #2

s

s

s

27,364

[D]
Chemicals Exp

ADJ #3

$

$

$

(51 ,945)

[El
Property Taxes

ADJ #4

$

s

$

J

(1 ,557)

[F]
Income Taxes

ADJ #5

$

s

$

154,437

Surrebuttal Schedule GTM-11

$
s
$
s

[G]
STAFF

ADJUSTED

7,832,113
16,619

7,84B,732

593,058
185,037

(290)
923,778
1 B4,B27
130,911
21 ,283
45,435

123,742
21 ,467
87,860

351 ,828
124,831

1,e43, 1 av
267,428
67,972

392,838

715,859

42 Total Operating Expenses
43 Operating Income (Loss)

s
j .

6,295,235
1,552,497

s (453,481)
s 453,451

s
s

27,364
(27,364)

s (51,945)
51,945

s
s

(1,557)
1,557

s 154,437 s
$(164,437) s

5,981 ,061
1,867,671



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Yea rEnded December 31, 2007

surrebuttal Schedule GTM-12

OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTIVIENT5

[C]
STAFF

RECOMMENDEDLINE
no. DESCRIPTION

$ 124,831

1 Maintenance Expense $ 578,292 $ (453,461)

Repair and Maintenance Expenses
Calendar year 2005
Calendar year 2006
Calendar year 2007

Total for three year period

Normalization Period
Normalized Amount

70,856
124,255
179,382
374,493

3
124,831

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



Refafenees:
Sawada GWE-4
PvupcsedRatesperSh!!En$\aellngRepuNlurNnnAloeetedPh1t
Cd III Wines Cd

EulA
c o s

a C

ARlzonA-nr4sRn:Au WATER COMPANY . PARADISE VALLEY WATER
Docket NG. WS-01303A6841221
TastYul Ends Deeambu 31, zoom

Sunehuktal sdmaue GTM-13

OPERATING ADJUSTMENT #2~ DEFRECIATION EXPENSE

UNE
NO,

ACCT.
m. DESCRSPTPDN

:Al
P£.ANT

EALAMQE

15)
DEPRECIATION

s o s ;

url
DEPRECIATION

9<p&nsE

15,350

101520

a.:s24

1e_s1s_1ss
o

3,003,090
23,79

s,1s2

0.00%
0.00%
0.00%
0.90%
0.00%
0.00%
0.00%
2.50%
3.59%
2.00%
1.50%
3.99%
0.00%
3.99%
3.99%

424,4a4
o

so,ue2
:ss
z s

:a n s
(1533)

121
(344)

1,519,915
554,531

J_4a1,ao1
190

mas s
4.39%
4.39%
4.39%

31,594
24,a4a

153,114
I

1
z
3
4
s
s
7
8
g
1 0
11
12
13
14
1 5
i s
\ 7
l a
19
zo
21
Hz
2 3
24
z 5
i s
2 1

7 .55%
190'/l
3.15%
9.00%
4.17%
2.52%
2.34%
2.oov.
4 .12%
2.51%
1.51%
2.10%

693,727
2a1

ss.ss2

s,szs,1 as
14,055

2,115.s4e
2,195,291

114,ss9
5.046.296
9,132,415

14,055
2,724,758

350,870
14s_a04

1.cs4,:zz

4,794
121,167
213,699

211
128,509

a,ao7
z.239

z2,141

p a
2 9
3 0
3 1
3 2
3 3
34
3 5
3 5
3 7
as
3 9
40
41
4 2
4 3
4 4
i s
4 5
4 7

PLANT IN SERVICE.
301 too Orgallizaiinn
3D2000 Frandlismi
339500 Milcelaneuus Intanglhies
303200 Land & Land Rlghs SS
303300 Lind s. Land Ri9l*\= P
303500 Land L Land r=19~= TD
aoasoa Land L land Rims AG
a04100 snug L Imp ss
304200 5\l\.ld A WP F
304300 Stud L Imp WT
304400 sum a we To
304500 Shad a Imp AG
304500 $II\Jd a Imp emus
:woo suua a in Store, snap, Gar
304100 Slrud A Imp Mis:
305000 Collen a w»°-»~@a
307900 Walt L Spwinqs
31 D100 Pander Ganeutian Equip Dlher
314200 Pump Equip Eecnic
311300 Pump Equip Bind
31 :son Fwvw Equip om.:
320100 W T so  Nun-Midi :
:mono supply Maas
330000 Dis! Resgnubs L Siu-ldpps
311001 TDMai1sNn1Classi1iedbySizl
331100 Mu»in¢4maL==s
331200 TD Mah!6in m lin
331380 TD Mains 10i1 \AS 15i'\
332000 F n  M a i :
333000 Servieu
3341 of Meier!
334200 Meinl umnuumu
335000 Hyun fs
339100 Olhbsr PE lninngils
:azssco D019 P/E TD
340100 Of i e e  F l ln i i n a  a w
Nuevo new L Pniph Equal
340300 Cnmpuill Snkvnru
340500 our DMU: Equipmui
341 zoo Trans EM# u vs T05
341 so  Tlans  aw Alllul
341400 Tours EWWOWIJI Kudfwiwvff)
343000 Tush,Shup,Glrage Eqlb
:mono Labnnwvy Equipment
345000 Pull Dpuutsd Equiamulrl
346100 Comm Eq\§> Nun-Tdq1lwI1l
:s4s:00 Comm ET o m "

55,512
1 4 .2 9 2
14,711

674
(0 )

3,541
27,995

1 1 1 1 1 5
11.s2u
ss,1:1

:us ,aas
5a,a41

4 .04%
w.0a~/.
25.00%
7.13%

20.00%
7.10%

16.57%
L i l  *

10.00%
4.64%
9.75%
4 5 3 %

z , :w s
s_azs
: f r o

41
(0)

z s
4 ,ssz
4,01 I
1 .1 sz
4,440

: u s e
z,so1

300600 FlupanyHeldhrF\.lhl¢Un
Aruocnem

34,409
1_no

8.08%
10.39%

Sing: & Imp Leasehold
M a i l

7_o2a 14.28%

183

1_0o4301620
331 om
3401 of
s o m e
149300
340300
343000
3451 of
3451100

DMm Fumier & aw
C°mPL p=~i=~» aw
C°ll\PI1l' Sdiwlt
can-we s¢m¢u»-ou\a
Turk,$hap,Glnga E4\iP
Comm Et# Nil>Tdq:llnll
Comm £44 Dihet

a4,101
14,155
ss,ss1
1,447
1 ,Isa
s.1s1

152

4.04%
10.00%
25.08%
25.00%
3.61%
1 7 6 *
4.93%

1,4os
1,415

1a,s24
:so
4 :

a n
1

P o d Ty p h l i
RedlH1gW¢l#12byOd209l

301809 Well& sama-
3112U0 PumpEq1lipEkd\¢

1,zs1,7so
5 m s 0

amass
4.39% zs , m

307000
311200

Runuvunvaassngwunz
WdblnSplhgi
Pv\1\®E~1\il1El°¢\'*

(109,294)
(=0.=19) 4.39% (2.2259

R~nl»unulmw¢ls17
:n4sza SlIudl l l l \ pLnl lh¢ Ikl
a04700 Suu¢u.lmpsmf¢,sh¢p,Gu
307080 W s li lSpt i l-gi
309006 swgrymlan
311290 Puuvmsqwaanm
311500 p - » m» E w ° v w
:woo Meier !

Asa
t,aco

1ss.:sa
a,45a

a:,zaa
1s,sao
5.590

3.99%
mass
2.80%
4.39%
4.39%
2.51%

52
4.291

169
a,ssz

ass
140

307009
JHSW

n.m°m»le»d===i»wwan1
Wall&Spl*lg\
PumpEwipDlesd

(163,549)
(191)

0.00%
439% (1)

nun Not Pod ff Ad¢ll!ul\s 11899,261

was Pilot it s¢nil=l el _401.s32 1 9 9 i 2,089,615

aavoao
33g5q0
303560

Lai Non Uqlfadab-Ie Phial
Orgl1llzl5un
Miscdanauns \f\\:"HN'-¢
Lard s Una Rww- TD

1s,aso
10,520

s . n4

0.00%
0.00%
0.00%

s 11,373.38 s z_oa9,m
3.40%

u
49
50
51
so
53
so
as
as
57
51
59
50
so
so
ea
so
65
es
so
as
as
70
71
12
TJ
74
75
75
T7
71
19
so
BI
sz
as
BE
BE
BB
B1
as
as
go
91
so
93
94
95
as
91
98
99
too
101
doz
103
104

Ne! Dnpledabls Ppm Ind Depvldalcn Amclnh
Conrail Depfedadon RaW
L u :
Amnl§nBbn dRlgtl1ltnlyClAClISeNull¢¢RI\¢
Am-ulin8»n Rf CIAD It cumpcdle Rd:
Stall Recommended Daplldlian E:¢llul
Canwuly Plcpossd Depaldaiun Exmeuse
sun Aqunwn

s 13,11\,§26 s
s

s

445.430
1,543,157
1.515.124

21,354



ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING INCOME ADJUSTMENT #3 - CHEMICALS EXPENSE

LINE
n o . DESCRIPTION

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Chemicals

[A]
COMPANY
PROPOSED

$ 236,982 $ (51 ,945) $ 185,037

References:
Column (A), Company Schedule C-1
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



STAFF
RECOMMENDED

LINE
n o . DESCRIPTION

STAFF
AS ADJUSTED

ARIZONA-AMERICAN WATER COMPANY - PARADISE VALLEY WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-15

OPERATING ADJUSTMENT #4 _ PROPERTY TAX EXPENSE

[AT [BI

$ 7,848,732
2

15,697,464
7,848,732

23,546,196
3

7,848,732
2

15,697,464
13,454

$ 7,848,732
2

15,597,464
9,470,254

25,167,718
3

8,389,239
2

16,778,479
13,454

16,791,933
23.0%

3,862,145
7.40%

$
$
s

15,710,918
23.0%

3,613,511
7.40%

267,428
268,996

(1,567)

1
2
3
4
5
5
7
8
9

10
11.
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
W eight Factor
Subtotal (Line 1 " Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWt.P - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 " Line 13)
Composite Property Tax Rate - obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 15 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to increase in Revenue Requirement

$
$
s

285.829
267,428

18,401

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

18,401
1,621,522
1.13479%

REFERENCESI 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GW B-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . PARADISE VALLEY WATER

Docket No. WS-01303A-08-0227 _
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-18

OPERATING INCOME ADJUSTMENT #5 - INCOME TAXES

LINE ACCT
no. n o . DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Income Taxes $ 228,400 $ 164,437 $ 392,836

References:
Column (A), Company Schedule C-2
Column (B): Testimony GTM
Column (C): Column (A) + Column (B)



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE QF CONTENTS TO SCHEDULES

SCH # TITLE

GWB-
.GwB_
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE .- ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1- PLANT, ACCUMULATED DEPRECIATION & AIAC
6 RATE BASE ADJUSTMENT #2 - WORKING CAPITAL
7 RATE BASE ADJUSTMENT #3 - IMPUTED REGULATORY AIAC
8 RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS
9 RATE BASE ADJUSTMENT #5 - CIAC IN CWIP
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - TANK MAINTENANCE ACCRUAL
13 OPERATING INCOME ADJUSTMENT #2 - DEPRECIATION EXPENSE
14 OPERATING INCOME ADJUSTMENT #3 - PROPERTY TAX EXPENSE
15 OPERATING INCOME ADJUSTMENT #-4 - INCOME TAX EXPENSE



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTTAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

$ 37,901,086 s 37,901,086 $ 37,239,151 $ 37,239,151

$ 587,425 $ 587,425 $ 535,956 $ 635,955

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 I LI ) 1.55% 1.55% 1.71% 1.71%

4 Required Rate of Recur 8.40% 8.40% 7.34% 7.34%

$ 3,183,591 $ 3,183,691 $ 2,733,354 $ 2,733,354

$ 2,596,266 $ 2,596,266 $ 2,097,397 $ 2,097,397

5 Required Operating Income (L4 * L1)

6 Operating income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 1.6471 1.5471 1 ,54-60

8 Required Revenue Increase (L7 " LE) $ 4,276,301 $ 4,276.301 [s 3,452,273 | I s

5,701,431 $

1 .6460

3,452,273 I

5,701 ,431
9 Adjusted Test Year Revenue $ 5,701 ,431 $ 5,701,431 $

$ 9,977,732 $ 9,977,732 $ 9,153,704 $ 9,153,704

75.00% 75.00% 80.55% S0.55%

10 Proposed Annual Revenue (Ls + LE)

11 Required Increase in Revenue (%)

12 Rate of Recur on Common Equity (%) 11.75% 11.75% 10.00% 10.00%

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Sch€dUI€$ GWB-2, GWB-3, and GWB-10



Staff Recommended
SCW Wate r

9,153,704
5,448,843
1,1B7,929

s
s
s
s 2.516,934

s . s eaov.
s s

s
s
s
s
s
s
s
s

175,380
2,341,554

7,500
6,250
e, soo

91.650
682. 228
796, 128

s
s
s
s
s
s
s

s
s
s
s
s
s
s

971, 508s s s

Test  Year
SCW Water

s
s
s

5,701,431
5,412,454
1,187,929

s s s ( 898362 )
6.96BD%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

( 6 2 5 4 0 )
(835,322)

(7_500)
( 5 2 5 0 )
(a,500)

(91 _as
(170,450)
(284.350

s
s
s
s
s
s
s
s

s s s (345,989)

ARIZONA-AMERICAN WATER COMPANY .  SUN CITY WEST WATER
Docket No, WS-01303A~08»0227
Test Year Ended December 31, 2oo7

Schedu le  G w s- 2
SU R R E B U TTAL

GROSS REVENUE CONVERSION FACTOR

(A) (B) ( c ) (D) [E l IF)
LINE
no.

1
2
3
4
5
s

Calwlal iqn of  Gross Revenue Conversion Factor :
R evenue
Uncollecjble Factor (Line 11)
R evenues  ( L1  L2)
Combined Federal and State Income Tax and Property Tax Rate'(Lir \e 23)
Subdural (LE . L4)
Revenue Conversi on F actor  (L1 I L5)

100.0D00%
D,0D00%

100. 0000%
39. 2459%
6D.7541%
1 5 4 5 9 8 0

1oo. 0uuo%
3 a 5 9 a 9 v .
so .4011 as

0. 0000%

7
8
g
ID
11

Calculation of Uncol lecti ible F ad pg
un i t y
Combined Federdand State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollect ible Rate
Uncollectible Factor (LE ' L 1 0 )

0.00DO°/u

1 of. DO00%
s. 9sao%

93.032074
34.0000%
31 ,sausse

12
13
14
15
16
17

Calculation of Efledive Tax Rafe:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Apollceble Federal Income Tax Rate (Line 44)
Effect ive Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Rate (L13 +L16)

3s.59s9%

1 oo.oouov.
38,5989%
61 .4011 as

1 ,O538%
0.647094

18
1 9
2 0
2 1
22
23

Calculation ofEi1Ec!ive Prooenv Tax Facto!
Unity
Combined Federal and State Income Tax Rate (L17)
One Minus Combined Income Tax Rate (LI B-L19)
Property Tax Far:1or (GTM-14. L24)
Effective Property Tax Fader (L2D°L21)
Combined Federal and Slate Income Tax and Property Tax Rate (L17+L22)

3 9 2 4 5 9 %

s
s

2,733,354
535, 956

2 4 Required Operating Income (Schedule GWB~1. Ume 5)
25 Adj ustedTest  Year  Operat ing Income (Loss) (Schedule GWB-10, Line 29)
2 6  R e q u i r e d  l n u e a s e in Operating Income (L24 - L25) s 2,097,397

s
s

971 ,508
(345,989)

2 7  I n c o me  Ta x e s on Recommended R evenue (Cd . (F), L52)
p a Income Taxes on Test Year R evenue ( C d. (C), L52)
2 9 Required Increase in Revenue to Plovide for Income Taxes (LZ7 - LZB) s 1,318,497

s 9,153,704
0. 0000%

s
s

30
31
32
33
34

Remrnmended Revenue Requireanem (5l:hedu\e GWB-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' l25)
Adjusted Test Year Uncolleaible Expense
Required lnaaase in Revenue to Provide for UnooI\ec\ihia Exp. s

Property Tax on Test Year Revenue (GTM-15, Cd A, L16)

s
s

216, 832
180,453

3 5
3 6
3 7

Property Tax with Recommended Revenue (GTM-15_ 20)

lnaease in Property Tax Due to Increase in Revenue (L35-LBS) s

38 Total Required Increase in Revenue (L26 + L29 + L37)

lA\

385.379

s 3,452,274

rB (C\ r m I E m

Calculat ion of  Income Tax:
3 9 Revenue (sch Gwe.1_ Cd.  [C l Ls a.  10)
40 Operar llng Expenses Excluding Income Taxes
4 1 Synchronized Interest (1.56)
42 Ar izona Taxable Income (L39 -  L40 -  L41)
43 Ar izona State I ncome Tax Rate
44 Ar izona I r rcorne Tax (L42 x L43)
45 F ederal Taxable Income (L43 -  L44)
46 Federal Tax on F rrsl Income Breaker  (so .  sao,oom @ 15%
47 F edora Tax on Second Income Bracket  ( s50,001 .  575.000)  @25%
pa FedelBI  Tax on Third Income Br3d<eI  ($75,001 .  §1gg_ggg) @34%
49 Federal Tax on Four lh Income Bracket  ($1G0,001 -  s335.000)  @ 39%
so Federal Tax on nm-I  Income Bracket  (s3: rs,001 -510,D00_0D0) o 34%
51 Told Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51 )

I
s o AooEcable Tax Rate
5 4
55

a4.u¢:o0~1~e

Calculat ion of Interest Svncruunizat ion:
56 Rate Base (schedule GWB-3,  Cd.  (C) .  Line 15)
5 7  W e i g h t e d A v s a g e Cost  of  Debt
as Syndmronized Interest  (L45 x L4sl

DESCRIPTION

|  s u n c a y w u n |
s 31,229,151

a n s o o s s

_1.m..9;v=e.



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A~08-0227
Test Year Ended December 31, 2007

Schedule GWB-3
SURREBUTrAL

RATE BASE - ORIGINAL cosT

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

$ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$

$

48,893,385
10,514,488
38,378,897 $

(15,408)
76,672

(92,080) $

48,877,977
10,591,160
38,286,817

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

net CIAC

$ 20,548
1,057

19,491

$ 17,318

17,318

$ 37,866
1 ,057

36,809

7 AdVances in Aid of Construction (AIAC) 1,175,373

1 ,006,-408

1 ,175,373

1 ,006,408

392,368

8 imputed Reg AIAC

9 Imputed Reg CIAC 392,368

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(1,326,577)
1,225

(1 ,326,577)
1,225

11 480,140 (438,413) 41,727

24,90612 24,906

13 56,510 56,510
##

14

15

Cash Working Capital

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits (777,486) 892,284 114,798

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base S 37,901,086 $ (661 ,935) $ 37,239,151

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)

10



I

m t 8H£8885
1 pram. Mmamdated Depvedalion and AlA Sdvedde 6W8,5
z W °f 1 i 1 9  www Sd wd l ld  GWB-5
3 Imputed Reg NAC Sd md l o  GWB- 7
4 Dcfe lwd Debit Sduedmio Gws-l
s CIACIAIAE m CWIP s h e a r  G w e - 9
S n o  .  o f . Treutrnuut P1zll\t Sdledule GWB-9A

ARIZ GNAAM ERICAN WAT ER COM PANY .  s u n  CiT Y wEs T  WAT ER
Docket No. WS-01303A-DB-0221
Ted Year Embed Deelmbef 31. ZMT

Schedde GWB-4
SURREBU'IT AL

SUM M ARY OF ORIGINAL CDST RATE BASE ADJUSTM ENTS

IA ]
COM PANY
8 . 5 1 5 9

[ 5 ]

ADJ a n

1<=1

A 9 8 8 2

[ DI

ADJ  s o

[El

n n J # 4

[El

ADJ # S

[Fl

AME

zG1

ADJ av

[l-q

m m

[F l
ST AF F

LINE
kg

ACCT .
EQ. . DESCRIPT ION

to ,oss
1.34s

11 ,651
44,957

2o,uns
1.345

11,651
44 .951

7,520,911
224,821

9o_as1

7,520,951
z24,a21

98_as7

16_s2s
1 s ,a za

s
s
s
s
s
s
s
s
s
s
s
s

2.587.300
36.044

5,105,925
4 ,505

1s9 .sse

1
z
3
4
5
s
7
a
9
w
ti
12
13
IA
15
16
17
15

Lsauan
36,044

s,1os,szs
4,sns

1s9,a9s

(92,08D)19
t o
21
n
ZN
24
2 5
2 6
2 7

vs ,s1 z
5,348,503

7sc,ne:
13_ns5,uQn

6 1 5
4us,:as
252,898

159
7,242,742
1 , 7 5 s , o n

1 4 7 2 9 1
\,u:x5,sa0

6 2 5 4 .5 2 3
835,735

13,055,020
G15

4os.sae
252.695

1 s t
7,342,742
1.755.053

147.291
1,B35,6Bl!

PL ANTIN SERVICE;
301000 Organiza iun
3 0 2 0 0 0  F l In d \ i ! ¢ s
3 0 3 2 0 0  L a n d  s  L a n d  w e  s s
303300 Land n  Land Ri¢1 l :  P
303500  Land  s  Land  Rims  TD
3 0 3 5 0 0  L in d  5  L in d  Rfg t s  AG
3 0 4 1 0 0  s u u u  a  Imp  a s
3 0 4 2 0 0  Si l e d  a  "M  P
304300  $h \ l¢ l  A Imp  w r
3 0 4 4 0 0  Stu d  A Imp  T D
3 0 4 6 0 0  S\ 1 'u d  5  l m On u s
304500 Suva a. Imp Misc
305000  Co led  L  lmpo lmdng
307000 w¢a¢ 5 Slarhgs
310100 Puwer Genaa1iun Equip Oihel
a l lzuo  Pump Equ ip  E:=f .u i¢
311300 Pump Equip Dkesd
3 1 1 s o o  p o p  E q u i p  e m u

w r  Eq u i p  M a d a
s z mo o  w r  Eq u i p  n u n - : Ama
330000 has:  Re iuvu is  5  Standp ipe
3 3 1 0 0 1  T D M a i l  No f Cl a s s i t i e d  b y s i u
331100 TD Mlins 4ir\ s. Lars
331200 TD Mains S1n1A\ Lil
331300 TD Muir! 10111 ow 1Si1
332000  F ie  M a in !
333000 Sewicns
334100  M e ie r !
334200 Mdev lnnauaucns
3 3 5 0 0 0  H v d f w
339100 O\hbe l  P/E lnnn9wh
339500 Ol l le f  PIE SS
3 4 0 1 0 0  Of  i v  F u n l h n  5  E4 5 9
: m o o  a m p  a  p u i p h  a w
3 4 1 1 0 0  T o r s  E T - i P  u  l m y T m
3 4 1 2 0 0  T m!  E t - i n  Hw  n o * y T ¢ n
3421100 Smnras Emipmenl
3430110 Tnc1¢,$hnp,G»nge EWFP
344000 Lahcvutnry Equipment
345000 Power Operated Equip nu*
346100 Comm Equa l  Nun-Tdephom
346300 Comm Equip Other

z o , n 7
46,715

225,177
21 .u21

1 4 2
19.s41

\ ,s o s
151 .ass
153,135

1,338

zo.1a7
45.715

z z s _ 1 'n
2 1 .0 z1

1 4 2
1s_s41

L e n s
1 s t ,Aus
1sa ,1as

1.336

zz ,s2 s301620  Slud  A Imp  Le i lnhdd
331801 Marin
3 4 0 1 0 0  O l i v e  F u m i h l l  L  s o
340290 ¢°mp L Pariah Equip
34¢l!0D Cumputar Software
:4ua4:o Compunlar S°f\wIfa-Oilld
343000 Tnall,ShA1p,Glrl9e Equal
345100 Comm Equip Nun-Telephunl
3 4 6 3 5 0  Co mm s w 0 1 1 1 !

113.803
4 s_ s1 :

1ao,su:s
4 .e99
: , 1 s t

1a,ess
4 9 :

s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

22.121

113,033
45,973

1an,so:
4,599
: , 1 s t

w, s s a
4 9 3

4a,B'r7,977
T n l l l F i u n Hn S¢ l 'v i l a 4a,s9:\.sa5

4|_97g_g57
1s.s72

1s_svz sFvnulll\\lde4Dapl'al:ia\l4m
N i \ P h n \ k \ S | n i u ( l 5 B -  L 5 9 )

10514 .4sa
s  3 § 8 4 1 9 4 $ s x s

s s s
s s s s s s20.s4a

1 ,os7
19,491

1,175,373

11,310

17,318

1,608,408

: L a s s
1 D57

m a n s
1.175.373
1.oes,4ns

392.365
(1 .326 ,57 ')

1 2 2 5

pa
23
30
31
32
3 :
34
35
36
: T
as
39
40
41
42
4 :
44
45
i s
47
48
49
so
51
52
so
54
a s
SO
57
s o
a s
so
so
so
as
so
es
GO
67
so
8

: s a g e s
(1 ,325,57T)

1  . z s
41 .1z1

480,148 (438,413)

ss ,s1 o
24 ,sos

se ,s1a
z4 .scs

70
TI
72
n
74
75
i s
77

L E§ § ;
c»=nmlu¢l»¢ in Au 4 cwsauaiun ( e n c )

Lam: hnamnlded Anhudindun
N!* GIAC (L53 . L64)

Advlneu h Aid ml Co1Mu¢9an (AIAC)
lmpuwd Reg Advuncas
I mp u i l d  Ro  c I Ao
Dlldrr ld  Imam: Tax Credo (Dehib)
Cn lu tmn af  M a l l  D¢u d h

A a r ;
Wading Cap hl Alum-nbl
Pumping Powaf
P u a u - »  W n e w n u  T r e a l m e m  M a m a
M1m1d ind Supple lnvuUuay
Pv»1v"1=n'=
pmpmuuemu; E;¢e\&h.vu
Ddmsd Deaf
Oliglnd can Rill Eli!

,4as>
s 37 ,991 D85 s  4 4 3 3 . 4 1 9 s

s92.284
asz 2B4» 5 . ¢8'{.,a141

. (921380)

s 8 2 .9 8 0 3

s s o  o w s 5 .

1015911160
3 a . z a s s 1 7

37, 2391151

J US



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-D1303A-D8-0227
Test Year Ended December 31, 2007

Schedule GWB-5
SURREBUTTAL

RATE BASE ADJUSTMENT #1 - PLANT, ACCUMULATED DEPRECIATION, AND AIAC

[A]
COMPANY

AS
FILED

[8]

LINE
no .

ACCT
E Q Description
330.00 Dist Reservoirs & Standpipe Plant

Dist Reservoirs & Standpipe Acr:.Depreciaiion

STAFF
ADJUSTMENTS

76,572
76,672

[C]
STAFF

AS
ADJUSTED

76,672
76,672

References:
Column [A]: Amounts included in plant balances per ming.
Column (B): Per Testimony GWB
Column (C): Column [A] less Column [B]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. ws-o13o:sA-as-ozz1
Test Year Ended December 31 , 2007

Schedule GWB-5
SURRE5UTI'AL

RATE BASE ADJUSTMENT #2 . WORKING CAPITAL

[A] [Bl [D] IE]

LINE
n o . DESCRIPTION

COMPANY
TEST YEMR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[CI
STAFF

TEST YEAR
AS

ADJUSTED
Lamb/LAG

DAYS
DOLLAR

DAYS

s

*

s
s
s
s
$"
s
s
s
s
s
s
s
s
s
s
s
s
s

703,217
(2,690)

830,074
227,889

4,391
999.903
191,120
137,s99

33,802
so,ezz

133,475
14,331
57,225

232,408
247,328
179,898

65,832
(324,059)

703,217
(2,690)

830,074
2z7,8a9

4,391
9Q9,90a
191 ,1 zo
137,699

33,502
s8,s2z

133,476
14,331
57,226

232,408
ss,577

180,453
s5,aaz

(346,989)
1 ,1s7,929
4,774,259

12.00
85.87
32.42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00

7.46
(10.68)
30.00
30.00
30.00

212.50
15.55
42.04

106.52
764.73

$
$
s
s
s
$
$
$
s
s
s
$
s
s
s
s
s
s

8,438,609
(233,582)

26,910,992
6,488,013

131,730
(3,B79,624)

(886,797)
5,196,439
1,014,060
2,637,990

995,731
(153,055)

1,716,780
6,972,229
1,967,310

38,346,249
1,030,267

(14,5B7,427)
126,538,187
209,644,001

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Taxes Other Than lncomeProperty Taxes
Taxes Other Than lncomeOther
income Taxes
Interest
Total Operating Expenses 3,790,455

(22,930)
1,187,929
1,154,999

1
2
3
4
5
B
7
B
9
10
11
12
13
14
15
18
17
18
19
20
21
22
23
24
25
26
27
28
ZN
30
31
32
33
34
35
36

Expense Lag
Revenue Lag
Net Lag
Staff Adjusted Expenses
Cash Working Capital
Company As Field
so Adjustment

Line 21, Col. (E) I Col [C]
Company Wodqaapers
Line 24 23
Line 20, Col 35
Line 25 U Line 261365 do)
CO Schedule B-5
To GWB-4

43.91
47.10

3.19
4,774,269

41,727
4B0,140

(43B,413)

References:
Column [A]: Company Schedule C-1
Column [B]: Staff adjustments to expenses, See Testimony GWB
Column III: Column [A] + Column [B]
Column [011 Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
Column [E]: Column [C] ' Column [D]



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-0B-0227
Test Year Ended December 31, 2007

schedule GWB~ 7
SURRE8U1*l'AL

RATE BASE ADJUSTMENT #3 . IMPUTED REGULATORY AIAC

[C]

CIAC
AMORTIZED

[A]
YEAR

OF
ADVANCE

2001
2002
2003
2004
2005
2005
2007

[B]

ADVANCE
AMOUNT

s 12,151 ,1st $

s 12,151,180

1 ,797,706
1 ,869,409
1 ,8G9,409
1 ,859,409
1 ,8S9,409
1,869,409

s 11 ,144,752 $

(D)
CIAC

REMAING
BALANCE

12, 151 I 150
10,353,454

8,484,045
6,614,536
4,745,226
2,875,8t7
1,006,408
1,005,408

LINE
.Fill DESCRIPTION

1 Beginning Balance Per Decision No. 67093
2 None
3 None
4 None
5
S
7
B
9
ID

None
Per Staff
Company Proposed Imputed Reg. AIAC
Staff Adjustment s 1 ,00S,408

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [Caz Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: CIAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A~08-0227
Test Year Ended December 31, 2007

Schedule GWB - 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 - DEFERRED DEBITS

[A]
COMPANY

AS
FILED

(777,485)
(777,486)

[B]

2007

LINE
n o . DESCRIPTION

1 At December 31, 2007
5 $

STAFF
ADJUSTMENTS

892,284
$ 892,284 $

[C]
STAFF

AS
ADJUSTED

114,798
(1,669,77D)

REFERENCES:
Columns [A]: Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. ws-01303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB . 9
SURREBUTTAL

RATE BASE ADJUSTMENT #5 . CIAC ON CWIP

[B]

ACCT
no . Description

[A]
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

[C]
.STAFF

AS
ADJUSTED

CIAC 19,491 $ 17,318 $ 38,809

References:
Column [A]: Amounts induced Per tiling.



ARIZONA-AMERlCAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31 , zool

Schedule GWB - PA
SURREBUTTAL

RATE BASE ADJUSTMENT #7 . OVERCAPACITY OF ARESENIC TREATMENT PLANT

[Bl

ACCT
no . Description

320101 WT Equip Non-Media

[A]
COMPANY

AS
FILED

750,063

STAFF
ADJUSTMENTS

s (92,080)

References:
Column [A]: Amounts included in plant balances per tiling.

[C]
STAFF

AS
ADJUSTED

s 567,983



ARIZONA-MMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-D1303A-08-0227
Test Year Ended December 31 , 2007

Schedule GWB-10
SURREBUTTAL

OPERATING INCOME STATEMENTaTEST YEAR AND STAFF RECOMMENDED

IA] [8] [D] [EI

L iN E
n o . DESCRIPTION

C OM PAN Y
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

tc1
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
RECOMMENDED

CHANGES

STAFF
RECOMMENDED

$ 5,661 ,030
40,401

$ $ 5,661 ,030
40,401

$ 3,452,273 $ 9,113,303
40,401

1
2
3
4
5

Water Revenues
Other Revenues
Other
Total Operating Revenues $ 5,701,431 s $ 5,701,431 s 3,452,273 s 9,153,704

$ $ s

(181 ,751)
155,593

557 36,379

703,217
(2,590)

830,074
227,889

4,391
999,903
191,120
137,599

33,802
58,622

133,475
14,331
57,225

232,408
55,577

1,479,134
215,832

65,832
971 ,508

Opera t ing  Ex pens es
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pensions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Off ice Expense
Miscellaneous
Maintenance Expense
Depreciat ion & Amort izat ion
General Taxes~Property Taxes
General Taxes-Other
Income Taxes

s
s
s
5
s
$
s
$
s
s
$
s
$
$
$
s
$
$
$

703,217
(2,590)

830,074
227,889

4,391
999,903
191 ,120
137,599

33,802
58,522

133,476
14,331
57,225

232,408
247,328

1 ,323,541
179,895

65 ,832
(324,059) (22,930)

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133 , 475
14,331
57,226

232,408
65,577

1 ,479,134
180 ,453

65,832
(346,989) 1.318,497

6
7
a
g

10
1 1
1 2
1 3
1 4
1 5
1 8
1 7
1 8
1 9
2 0
2 1
2 2
2 3
24
2 5
2 8
27
2 8
29

Total Operating Expenses
Operating Income (Loss) $

5,114,006
587,425 L

(48,531)
48,531 s

5,065,475
635,956 s

1,354,875
2,097,397 s

6,420,351
2,733,353

References:
Column (A): Company Schedule C-1
Column (B): Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D): Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14
GTM 2

ADJ #
1 Management Fees
2 Depredation Expense
3 Property Taxes
4 Income Taxes

¢\RIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08~0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
no. DESCR!PTlON

[A]
COMPANY
AS FILED

[B]
Tank Mains.

ADJ #1

[C]
Depredation Exp.

ADJ #2 -

[D]
Property Taxes

ADJ#3

IE]
Income Taxes

ADJ #4

[G]
STAFF

ADJUSTED

$ 5,661,030
40,401

$ $ $ $ 5
$
$
$

5,651,030
40,401

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues s 5,701,431 $ $ $ $ 5,701,431

$ $ $ $ $

(181,751)
155,593

557

703,217
(2,690)

830,074
227,889

4.391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
65,577

1,479,134
180,453
65,832

(346,989)

6
7 Labor
8 Purchased Water
9 Fuel & Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 Insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
20 Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property Taxes
24 General Taxes-Other
25 Income Taxes
26
27
28
29
30
31
32
33
34
35
36
38
39
40
41

703,217
(2,590)

830,074
227,889

4,391
999,903
191 ,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
247,328

1323,541
179,896
55,832

(324,059) (22,930)

42 Total Operating Expenses
43 Operating Income (Loss)

$
_s

5,114,006
587,425

$
_ _

(181,751)
1B1,751

$
$

155,593
(155,593)

$
$

557
(557)

$
$

(22,930)
22,930

$
$

5,065,475
635,956



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebut tal  Schedule GTM-12

OP E RA TI NG I NCO M E A DJ US TME NT # 1 -  MAI NTENANCE A C C R U A L

LINE
n o . DESCRI PTI ON

[B]
STAFF

ADJUSTMENTS

1 Maintenance Expense

[A]
COM P A NY
P RO P O S E D

$ 247,328 $ (181,751)

[C]
S T A F F

RE COM M E NDE D

$ 65,577

Repai r  and Maintenance Expenses
Calendar year 2005
Calendar year  2006
Calendar year 2007

Total  for three year period

37,609
48, 820

110,302
196,731

4



ARIZONA-AMERICAN WATER COMPANY . SUN ciTy WEST WATER
Docket No. WS-D1303A-0B-0227
Test Year Ended December 31, 2007

Surrebut tal SChedule GTM43

OPERATING ADJUSTMENT #2- DEPRECIATION EXPENSE

LINE ACCT .
n o . n o . DESCRIPTION

[A]
P LA NT

BALANCE

[Bl
DEPRECIAT ION

RATE

[Cl
DEPRECIATION

EXPENSE

20,085
1 ,346

11 ,651
44,957

7,620,981
224,821
90,867

190,525
a,1ss
1,517

15,828 779

1
2
3
4
s
s
7
B
g
10
11
12
13
14
15
15
17
18
19

2,587,380
36.044

5,105,926
4,sos

169,696

55,202
1.593

225,682
z s

s,s02

5,346,603
836,735

13,055,020
616

409,389
252,598

159
7,342,742
1 ,756,083

147,291
1,835,580

448,070
13,973

199,742
9

s,2s4
3,ess

3
182,100
44,07a
3.s97

36,714

PLANTHV
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500

0
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
345100
346300

SERVICE:
Organizat ion
Franchises
Land & Land Rights SS
Land  & Land  Rights P
Land & Land Rights TD
Land & Land Rights AG
Slrud  & Imp SS
Sirud  & Imp P
Struck & Imp \NT
Struck & imp TD
Strut  & Imp Of f ices
Siruct 8= Imp Misc
Coiled  & Impound ing
Wells & Springs
Power Generat ion Equip Other
Pump Equip Elednic
Pump Equip Diesel
Pump Equip Other
VVT Equip Media
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Nd Classif ied  by Size
TD Mains min & Less
TD Mains Sin lo Bin
TD Mains ODin lo Bin
Fire Mains
Services
Meters
Meter Installat ions
Hydrants
Othber PIE Intangible
O ther  PE SS
Office Furniture a. Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

20,787
46.715

z2s_1T/
21 ,027

142
191641

M o e
181,885
163,135

1,ssa

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1 .57%
1 ,57%
2.00%
4.63%
0.00%
0.00%
2.52%
4.42%
4.42%
5.00%
5.01%
5.00%
7,oe%
1 .67%
1 .53%
1 .53%
1 .53%
1 .53%
1 .53%
2.48%
2.51 %
2.51%
2.00%
0.00%
2.00%
4.s9%
10.00%
20.00%
15.00%
3.91%
4.02%
3.71%
5.02%
10.30%
4.93%

954
4.s72

4S,035
:s,1s4

6
790
50

a,127
15,803

66

G

304620
331001
340100

340200
340300
340300,
343000
346100
346300

22,a2s 3,250
Struck & Imp Leasehold
Mains
Of lice Furniture & Equip
Comp & Perish Equip
Computer Software
Computer Sof\wareOther
Tools,Shcp,Garage Equip
Comm Equip Non-Telephone
Comm Equip Other
Total Plant in Service

113,033
45,973

180,903
4.699
s_ae4

18,698
4 9 3

48,970,057

14.2B%
1.53%
459%

10.00%
25.00%
25.00%
4.02%

10.30%
4. 93%
3.22%

s,1as
4,597

4s,z2s
1,175

155
1,925

24
1,577,512

301000
sozooo
303200
303300
304620

0.00%
0.00%
0.00%
0.00%

14.28%

s

20,086
1.344s

11,551
44,957
22,8za

48,869,189 s
3.250

1,514,252
3.22%

s 37,866 s
s

97,158
1.220

1,479,134
1.323.541

155,593

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
so
51
52
53
54
55
56
57
5B
59
60
61
62
63
64
65
56
67
CB
69
70

Less Non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Struck a Imp Leasehold
Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amoltization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

Col A
Col B
Col C

References:
Schedule GWB-4
Proposed Roes per Staff Engineering Report for Non All¢>¢a:ed Plant
Col [A] t imes Col [B] |



ARIZONA-AMERICAN WATER COMPANY - SUN CITY WEST WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-14

OPERATING ADJUSTMENT #3 - PROPERTY TAX EXPENSE

$ 5,701,431
z

11 .402.862
5.701.431

17.104293
3

5.701.431
2

11.402.862
13.454

$ 5.701 .431
2

11.402.862
9.153.704

20.556.566
3

6.852.189
2

13.7M.378
13.454

11.416.316 13.717.832

2.625.753 3.155.101

$
$

180,453
179.896

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18

19
20
21

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 " Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 I Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 ' Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$

216.832
180.453
36

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

3.452.273
1.05377%

REFERENCES
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GW B-1, Line 8



ARIZONA-AMERICAN WATER COMPANY . SUN CITY WEST WATER
Docket No. WS-01303A-D8-0227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-15

O P E R A T I N G I N C OM E A D JU ST M EN T  #4  -  I N C OM E T A X E S

L I N E  A C C T
n o . n o . D E S C R I P T I O N

[ A]
C O M P A N Y
P R O P O S E D

[ B]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 I nc om e T ax es $  ( 3 2 4 , 0 5 9 ) $ (22,930) $ (346, 989)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
Column (C):  Column (A)  +  Column (B)



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS~01303A-08-0227
Test Year Ended December 31, 2007

SURREBUTTAL TESTIMONY OF GERALD BECKER

TABLE OF CONTENTS TO SCHEDULES

TITLE

GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GWB-
GTM-
GTM-
GTM-
GTM-

1 REVENUE REQUIREMENT
2 GROSS REVENUE CONVERSION FACTOR
3 RATE BASE - ORIGINAL COST
4 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS
5 RATE BASE ADJUSTMENT #1 - WORKING CAPITAL
6 RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC
7 RATE BASE ADJUSTMENT #3 - DEFERRED DEBITS
8 RATE BASE ADJUSTMENT #4 - AIAC IN CWIP
9 NOT USED
10 OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED
11 SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR
12 OPERATING INCOME ADJUSTMENT #1 - DEPRECIATION EXPENSE
13 OPERATING INCOME ADJUSTMENT #2 - PROPERTY TAX EXPENSE
14 OPERATING INCOME ADJUSTMENT # - INCOME TAX EXPENSE



216,734$216,734s

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB-1
SURREBUTFAL

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

1 Adjusted Rate Base $ $

$

s

$
2

$

$

1 v527,454

(38,553)

-2.52%

$

1 ,527,454

(38,553)

-2.52%

1 ,428,225

(47,649)

-3.34%

1,428,225

(47,649)

-3.34%
3

Adjusted Operating Income (Loss)

Current Rate of Return (L2 / L1)

8_40% 8.40% 7.34% 7.34%
4

5 $

$

$

$

$

$

$

$
6

Required Rate of Return

Required Operating Income (L4 * L1 )

Operating Income Deficiency (Ls - L2)

Gross Revenue Conversion Factor

128,305

166,859

1.5674

128,306

166,859

1 .5674

104,832

152,480

1 ,4214

104,832

152,480

1 .4214
7

8 $ 278,209 $ 278,209

9 $ $

10

$

$

425,900

705,109

55.17%

s

426,900

705,109

65.17%

$

$

426,900

643,634

50.77%

$

426,900

643,634

50.77%
11

Required Revenue Increase (L7 " LB)

Adjusted Test Year Revenue

.Proposed Annual Revenue (LB + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 11 .`/5% 11.75% 10.00% 10.00%
12

References:
Column [A]:
Column (B):
Column (C):

Company Schedule A-1
Company Schedule A-1
Staff Schedules GWB-2, GWB-3, and GWB-10



Test Year

s
.

s s 41§22)

Tubae
camuuuu

Tnhlc
UW

Tuba:
CRY

s s4:s_sa4
s 524292
s 4s_seo

s
s
s

543.534
520,293
45,560

s n_1eo
means

s n.1so
essaoss

5,415
12.342

7.500
5,5as

1 s.oes

s
s
s
s
s
s
s
s

Tubae Tubae Tuhac
Only

s
s
s

425,900
516,070
45.560

s
8.968094

s
6.§68D%

s (134,731)
6.968D%

s
s
s
s
s
s
s
s

s
s
s
s
s
s
s
s

(5.388)
(125,343)

(7-500)
(6,250)
(5.500)
(9.B84)

s
s
s
s
s
s
s
s (32,134)

s 1 a.so4 s 1 a_so4

ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-DB~0227
Test Year Ended December 31, 2007

LINE

7
8
g
10
11

12
13
14
15
16
17

1
2
3
4
5
6

Calculation of EfieclivePfooerlvTax Factor
LB Unity
19 Combined Federal and State Income Tax Rate (L1T)
20 Gne Minus Combined Income Tax Rate (L1 B-L19)
21 Property Tax Factor (GTM-14, L24)
22 Effective Property Tax Fader (L20'L21 )
23 Combined Federal and Slate Income Tax and Properly Tax Rate (L17+L22)

24 Required Operating Income (Sdleduls GWB-1, Line 5)
25 AcrluswedTes\ Year Operating Income (Loss) (Schedule GWB-10. Line 29)
26 Required Increase in Operating Income (L24 - L25)

27
2B
29

30 Recommended Revenue Requirement (Schedule GWB»1, Line 10)
31 Utvaonenible Rate (Line 10)
32 Uncolieciible Expense on Recommawded Revenue (L24 ' L25)
:as Adjusted Test Year Uncolrectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp.

35
35
37

so Total Required Increase In Revenue (L26 + L29 + L37)

¢alwla6on of Income Tax:
39 Revenue (Sdh GWB-1, COL [Cl LE a 10)
40 Opefaling Expenses Exduding Income Taxes
41 SylWwonlzed Interest (L56)
42 Aliznna Taxable Income (L39 . L40 - L41 )
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43I
45 Federal Taxable Income (L43 - L44)
is Federal Tax on Flrsl Income Bracket (so . 550.000) @ 15%
47 Fedeld Tax on Second Income Bracket (sso,oo1 . $75,000) @25%
48 Feudal Tax on Third Income Bracket ($75,001 . s100,000I @34%
49 Federal Tax on Fourth Income Bracket (s100_001 - 5335,G00) @ 39%
50 Federal Tax on Fl1\h Income Bradtet (ssss,oo1 -s1o,noo_oo0) @34%
51 Total Federal Income Tax
52 Ccmblned Federal and State Income Tax (L44 + L51 )

I
53 Efleclive Tax Role
54
55

v Calculation of Interest Svnchmnizafion:
56 Rate Base (Schedwe GWB-3, Cd. (C), Line 18)
57 Weighted Average Cost of Debt
58 Synchronized Interest (L45 X L46)

59
so
BI

Calculation of Gross Revenue Conversion Fanon
Revenue
Uncollectible Factor (Line 11)
Revenues (L1 - L2)
Combined Federal and Stare IncomeTax and Property Tax Rate (Line 23)
Subtotal (LE . L4)
Revenue Conversion Factor (LI I L5)

Calculation of Unoollecttible Facer
Unity
Combined Fedora! and Stale Tax Rate (Lina 17)
One Minus Combined Income TaxRate (L7 - LB )
UncdledlblfeRate
Unculiectible Factor (LQ 'L10 )

Qalwlabbn of Erective Tax Rate:
Operating income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal Income Tax Rate (Line 44)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and Stale Income Tax Role (L13 +L1S)

Income Taxes on Recommended Revenue (Cd. (F). L52)
Income Taxes on Test Year Revenue (CGI. (C). L52)
Required lnwease in Revenue to Provide Br Income Taxes (L27 . L2B)

Property Tax with Recommended Revenue (GTM-15, to)
Properly Tax on Test Year Revenue (GTM-1 s, Col A, L16)
Increase in Property Tax Due to lndease in Revenue (L35-L35)

Calculation of Rate Base Percentages
(Col. [BL L 57)
(Cal. [C]_ L57)
ToWs

DESCRIPTION

GROSS REVENUE CONVERSION FACTOR

I

s
s

s
s

s
s

s

s
s

s

s

Tubae
combined

Rate Base

(A)

!A\

100.0000%
D.D000"/o

100.0000°/l
29.6462%
7D03538%
1.421388

1DD,0000%
282485°/~
71 .7515%
D.GOO0%

100.0GOO°/|
69680*

93.0320%
22B744%
21 .2805°/u

1oo.uoo0°A
28.248595
71.7515%

1.94ao%

1 ,42B.225
1 ,428225 _..

104.832
(47,649)

543,634
D.0000'/e

15,504
(41,522)

29.563
25.341

s

s

s

s

.

(B)

Percent
0.00%

100.00%
1 of. 00%

Tubae

28.2485%

4,222

216,728

ram

D.0000%

1.39T7°/l

152.480

so_026

I s
s

(C)

29.646256

Tubae: I
1 ,-428.225

3.1900%
45,560

{C\

(Di

(D)

22874499

(El
Staff Recommended

IE]

Schedule GWB-2
SURREBUTTAL

s
s
s
s
s
s
s
s

0.019480227

IF]

m

22.8744 %

s,41a
72,342
7,500
5.5B5

13_D85 I

I



ARIZONA-AMERICAN WATER COMPANY .. TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GWB~3
SURREBUTTAL

RATE BASE _ ORIGINAL COST

<B> (C)
STAFF

AS
ADJUSTED\

LINE
no.

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $

$

3,423,384
939,364

2,484,020 $ $

3,423,384
939,364

2,484,020

LESS:

4
5
6

ContributiOns in Aid of Construction. (CIAC)
Less: Accumulated Amortization

Net CIAC

$ 195
17

178

$ $ 195
17

178

7 Advances in Aid of Construction (AIAC) 1,042,125 20,266 1,062,391

14,087 14,0878 Imputed Reg AIAC

9 Imputed Reg CIAC 58,023 58,023

10 Deferred Income Tax Credits (Debits)
Customer Meter Deposits
ADD:

(46,088)
540

(46,088)
540

11 Cash Working Capital 40,665 (13,754) 25,911

1.598 1 .59812 Prepayments

13 Supplies Inventory

14 Projected Capital Expenditures

15 Deferred Debits

1 ,445 1 ,445

54,503 (51,122> 3,381

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 1,527,454 $ (99,229) $ 1,428,225

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)



ADJ f
1
2
3
4

WoNting Capital
Imputed Reg AIAC
Defined Debits
CIACIAIAC inn CWIP

Refefenoes:
Sdtedule GWB-5
Sdwedule GWB-6
Schedule GWB-7
Sdledule GWB-B

a
ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-013D3A~DB-0227
Test Year Ended December 31, 2007

Schedule GWB-4
SURREBUTTAL

SUMMARY OF ORIGINAL cosT RATE BASE ADJUSTMENTS

LINE
NO.

ACCT.
NO, DESCRIPTION

[Al
COMPANY
AS FILED

[B]

ADJ #1

[C]

ADJ #2

[D]

ADJ #3

[EI

ADJ #4

[Fl
STAFF

ADJUSTED

PLANT /N SERVICE'
1
2
3
4
5

5s1
2.030

213,414
so
so

422
2,755

25,292
14,soa

567
2,030

20,414
50
50

422
2,755

25,292
14,608

s
7
8
9

10 156
495

15B
498

11
12

238,951
4,as2

281,109
B79

403,824
55,853

151,203
301,123
874,455
390,385

238,951
4,832

281,109
B79

403,824
55,863

151.203
301,123
B74,455
390,385

401,515
99,052
20,327
78,357

401,518
99,052
20,327
78,351

5,453
1.336

17.15s

5,453
1,335

17,166

o
14.442

0
f4,44z

301000 Organization
302000 Franchises
303200 Land & Land Rights SS
303300 Land & Land Rights P
303400 Land & Land Rights WT
303500 Land & Land Rights TD
303500 Land & Land Rights AG
304100 strict & Imp SS
304200 Sn-um & Imp P
304300 SUUC1 & Imp WT
304400 Strut & Imp TD
304500 Strict & Imp Offices
304800 Sirua & Imp Misc
305000 Coiled & Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media
330000 Dis! Reservoirs & Standpipe
331001 TD Mains No! Classified by Size
331100 TD Mains min & Less
331200 TD Mains am 1.0 Sin
331300 TD Mains 10irl Tb 16in
333000 Services
334100 Meters
334200 Meter lnstallations
335000 Hydnans
339100 Othbef PIE Intangible
339500 Other PIE TD
340100 Office Furniture a Equip
340200 Comp & Pefiph Equip
341100 Trans Equip Lt Duty Trks
M1200 Trans Equip Hvy Duty Tr'ks
342000 Stores Equipment
343000 Tools,Shop_Galage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

1.932
659

1 .932
659

793

s
$
s
s
$
s
s
s
s
s
$
s
s
s
$
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

793

3,927
1,597
s.2as

153
134
650

17

3,927
1.597
s,zss

163
134
G50

17

13
14
15
16
17
18
19
20
21
22
23
24
25
2s
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
48
47
48
49
so
51

CORPDRATE ALLOCA TION
304620 Struck & imp Leasehold
331001 Mains
340100 Office Fumilure & Equip
340200 Comp & Perish Equip
340300 Computer SteMware
340300 Computer Software-Other
343000 Tools.Shop,Garage Equip
346100 Comm Equip None-Telephone
346300 Comm Equip Other

0
Total Plant in Service 3,423,384 3,423,3B4

1:s.551
Acwmulated Depreciation
Net Plant in Service (L58 - L 59) s

939,354
2.4B4_D21 s s s s s

939,364
2,484,021

s s s s s195
17

178
1,042,125 20,zss

14.087
sa,oz3

(46988)
540

195
17

178
1 ,oe2,a91

14,087
58,023

(46.DB8)
540

4n,sss (13,754) 26,911

1.445
1 .sos

1.44s
1,598

1
z
3
4
5
s
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

LESS:
Contra"uutions in Aid Of Construction (CIAC)

Less: Acanrnulated Amortization
Net GIAC (L63 .. L64)

Advances in Aid Ni Construction (AIAC)
imputed Reg Alvan<:es
imputed Rag GIAC
Defined Income Tax Credits (Debits)
Meter DepasNs
ADD:
Working Capital Allowance
Pumping Power
Purchase Wastewater Treatment Charges
Material and Supplies lnventufy
Prepayments
Projected Capiid Expenditures
Deferred Debits
Original Cos! Rate Base s

54,503
1,527,455 s (13,754) s

(51,122)
(51,122) s (Z0,25B)_ s

3.381
1,428,226

24
25
26
27

s (14,087)



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Dqgkgt No. WS-01303A-DB-0227
Test Year Ended December 31, 2007

Schedule GWB 5
SURREBUTrAL

RATE BASE ADJUSTMENT #1 . WORKING CAPITAL

IA] IB] [D] [El

LINE
no. DESCRIPTION

COMPANY
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[Cl
STAFF

TEST YEAR
AS

ADJUSTED
LEAD/LAG

DAYS
DOLLAR

DAYS

131,523 s 131 ,823 1 ,579,471

*

25,631
2,190

(27)
B7=1B0
24,921
z8.546

1,480
5,049

11 ,644
4,146
a,s11

49,935
17,394
z5,341
11,078

(41 ,522)

s
s
s
s
s
$
s
$
$
s
s
$
s
s
s
s
s
s

830,957
62,357

(B10)
(338,258)
(115.sa5)

1 ,284,592
44,400

227,205
se,8s4

(44,279)
zs4,s3o

1,49B,059
521 ,ago

5,385,050
173,370

(1 ,745,572)

25,631
z,1so

(27)
B7,180
24,921
z8,54s

1.450
5,049

11,644
4, t4s
s_a11

49,935
17,394
25,350
11,075

(52,178)

(1 ,D08)

10,€55
4

12.00
85.87
32.42
28.47
30.00
(3.88)
(4.64)
45.00
30.00
45.00
7.46

(10.58)
30.00
30.00
30.00

212.50
15.85
4z.04

106.52
764.733B3,774 9,645 393,422 9,713,931

1 Labor S
2 Purchased Water $
3 Fuel 8. Power S
4 Chemicals $
5 Waste Disposal $
6 Management Fees S
7 Group Insurance S
8 Pensions S
9 Regulatory Expense $
10 Insurance Other Than Group 5
11 Customer Accounting S
12 Rents s
13 Genera! Of lice Expense S
14 Miscellaneous S
15 Maintenance Expense S
LB Taxes Other Than lncomeProperly Taxes S
17 Taxes Other Than lnoome-Other S
18 Income Taxes s
19 Interest
20 Total Operating Expenses
21
22
23 Expense Lag
24 Revenue Lag
25 Net Lag
26 StaN Adjusted Expenses
27 Cash Working Capital
2B Company As Field
29 Staff Adjustment
30
31 References:
oz Column [A]: Company schedule c-1
33 Column [B]: Staff adjustments to expenses, See Testimony GWB
34 Column III: Column [A] + Column [B]
35 Column [D]: Expense Lags Used on Docket WS-01303A-06-0403, approved in Decision No. 70372
36 Column [E]: Column [C] ' Column [D]

Line 21, COL (E) I Cd [Cl
Company Workpapers
Line 24 - 23
Line 20, Col 35
Line 25 ' Line 26/365 day
Co Schedule B-5
To GWB-4

24.69
49.66
24.97

393,422
26,911
4o,ses

(13,7M)



ARIZONA-AMERICAN WATER CDMPANY . TUBAC WATER
Docket No. WS-01303A-D8-0227
Test Year Ended December st, 2o01

Schedule GWB- 5
SURREBUTTAL

RATE BASE ADJUSTMENT #2 - IMPUTED REGULATORY AIAC

[C][A]
YEAR

OF
ADVANCE

2o01
2002
2003
2004
2005
2006
2007

[B]

ADVANCE
AMOUNT

s 170,081

CIAC
AMORTIZED

$ 170,081 $

25,183
26,166
26,166
26,166
26,165
26,188

155,994

(D)
CIAC

REMAING
BALANCE

$ 170,081
144,918
118.752

92,586
65,419
40,253
14,087
14,087s

LINE
L E DESCRIPTION

1 Beginning Balance Per Decision No. 67093

2 None
3 None
4 None
5
6
7
a
g
10

None
Per Staff

Company Proposed imputed Reg. AIAC
Staff Adjustment s s 14,087

REFERENCES:
Columns [A]: Fiscal Years
Column [B]: Beginning Balance per Decision No. 67093
Column [C]; Annual Amortization of Col [B] using 6.5 year recovery period per Decision No. 67093
Column [D]: ClAC per Decision No. 67093, less amortization.



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS~D1303A-0B-0227
Test Year Ended December 31 , zoom

Schedule GWB 7
SURREBUTTAL

RATE BASE ADJUSTMENT #3 . DEFERRED DEBITS

COMPANY
AS

FILED

STAFF

DESCRIPTION
1 At December 31, 2007

s54.503

STAFF
ADJUSTMENTS

(51 ,1z2)
<51422) s

ADJUSTED

105,525

REFERENCES
Columns [A]: Company schedules
Column [B]: Column {C] less Column [A]
Column [C]: See testimony GWB



ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. W$-01303A-08-0227
Test Year Ended December 31, 2007

Sdwedule GWB 8
SURREBUTTAL

RATE BASE ADJUSTMENT #4 - AIAC IN CWIP

ACCT
M Description

[B]

AIAC

[A]
COMPANY

AS
FILED

1,042,125

STAFF
ADJUSTMENTS

$ 20,265
s 1,082.391

Columns [A]; Company schedules
Column [B]: Column [C] less Column [A]
Column [C]: See testimony GWB

[C]
STAFF

AS
ADJUSTED

4



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Schedule GwB-10
SURREBUTTAL

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[ q
STAFF

TEST YEAR
A S

ADJUSTED

STAFF
RECOMMENDED

C H AN GES
STAFF

RECOMMENDED

1
2
3
4
5

$ 423,061
3,839

$ $ 423,061
3,B39

$ 216,734 $ 639,795
3,839

Water Revenues
Other  Revenues
Other
Total Operating Revenues $ 428v900 $ $  4 2 6 , 9 0 0 s 216,734 s 643,634

131,523 $ 131,523 $ $ 131,523

#
25,631

2,190
(27)

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management  Fees
Group Insurance
Pens ions
Regulatory  Expense
Insurance Other Than Group
Customer Account ing
Rents
General Off ice Bcpense
Misceffaneous
Maintenance Expense
Depreciat ion & Amort izat ion
General Taxes-property
General Taxes-Other
Income Taxes

$
$
$
$
$
s
$
$
$
$
$
s
s
$
$
$
s
s
s

(552)
(1 ,008) 4,222

87,180
24,921
28,546
1,480
5,049

11,544
4,146
8,a11

49,935
17,394
81,127
29,563
11 .078
18,504

5
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
28
29
30

25,631
2,190

(27)
87,180
24,921
28,548
1,4s0
5,049

11,644
4,145
8,811

49,935
17,394
81 ,679
26,350
11,078
(52,178) 10,656

25.531
2,190

(27)
87,180
24,921
28,546
1,480
5,049

11,644
4,146
8,81 t

49,935
17,394
81 ,127
25,341
11,078

(41 ,522) 60.026

Total Operating Expenses
Operating Income (Loss) $

465,453
(38,553) s

9.096
(9,096) s

474,549
(47,649) s

84,248
152,486 s

538,796
104,838

References:
Column (A):  Company Schedule G1
Column (B):  Schedule GTM 11
Column (C): Column (A) + Column (B)
Column (D):  Schedules GWB 2, Lines 29 and 37
Column (E): Column (C) + Column (D)



References:
GTM 12
GTM 13
GTM 14

ADJ #
1 Depreciation Expense
2 Property Taxes
3 Income Taxes

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A--8-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-11

SUMMARY OF OPERATING INCOME ADJUSTMENTS - TEST YEAR

LINE
no. DESCRIPTION

[A]
COMPANY
AS FILED

[B]
Depredation Exp,

ADJ #1

[C]
Property Taxes

ADJ #2

[D]
Income Taxes

ADJ #3

[E]
STAFF

ADJUSTED

$ 423,061
3.839

$ $ $ 423,061
3,839

1
2 Water Revenues
3 Other Revenues
4 Other
5 Total Operating Revenues $ 426,900 $ $ $

$
$
$
$ 426,900

$ 131,623 $ $ $ 131,623

(552)
(1 ,008)

25,531
2,190

(27)
87,180
24,921
28,546

1.480
5.049

11,644
4.145
8,811

49.935
17.394
81 .127
25.341
11,078

(41,522)

25,631
2,190

(27)
B7,1B0
24,921
28.546

1.480
5,049

11,644
4,146
8,811

49,935
17,394
81,679
26,350
11,078

(52,178) 10,656

6
7 Labor
8 Purchased Water
9 Fuel 8= Power

10 Chemicals
11 Waste Disposal
12 Management Fees
13 Group Insurance
14 Pensions
15 Regulatory Expense
16 insurance Other Than Group
17 Customer Accounting
18 Rents
19 General Office Expense
to Miscellaneous
21 Maintenance Expense
22 Depreciation & Amortization
23 General Taxes-Property
24 General Taxes-Other
25 Income Taxes
26
27 .
28 Total Operating Expenses
29 Operating Income (Loss)

$
$

465,453
(38,553)

$
$

(552)
552

$
$

(1,008)
1.008

$
$

10,656
(10,656)

$
$

474,549
(47,549)



ARIZONA-AMERICAN WATER COM PANY . TU BAC WATER
Docket No. ws-013D3A-08-0227
Test Year Ended December 31, 2067

Surrebuttal Schedule GTM-12

OPERATING ADJUSTMENT #1- DEPRECIATION EXPENSE

LINE ACCT.
n o . NO. DESCRIPTION

[A]
PLANT

BALANCE

[Bl
DEPRECIATION

RATE

[C]
DEPRECIATION

EXPENSE

567
2,030

20,414
50
50

4z2
z,1s5

25,292
14,608

559
323

156
498

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.21%
2.21%
2.21%
2.21 %
2.21%

3
11

228,951
4,832

28t,109
879

403,824
55,B53

151,203
301,123
874,455
390,385

7,360
205

11,919
37

17,122
3,944
2,449
5.932

17,227
7,591

401,618
99,052
20,327
78,367

9,840
2.397

492
1,544

5,453
1.336

17.166

179
134

3.433

0
14,442

0
518

PLANT IN SERVICE!
301000 Organization
302000 Franc:l1ises
303200 Land a. Land Rights SS
303300 Land & Land Rights P
303400 Land & Land Rights WT
303500 Land & Land Rights TD
303500 Land bi Land Rights AG
304100 Strut & imp SS
304200 Strut & Imp P
304300 Struct & imp W I'
304400 Strict & Imp TD
304600 Struck & Imp Offices
304800 Strut & Imp Misc
305000 Coiled & Impounding
307000 Wells & Springs
310100 Power Generation Equip Other
311200 Pump Equip Electric
311300 Pump Equip Diesel
311500 Pump Equip Other
320100 WT Equip Non-Media
330000 Dist Reservoirs & Standpipe
331001 TD Mains Not Classified by Size
331100 TD Mains min & Less
331200 TD Mains Sin to Bin
331300 TD Mains 10in to 16in
333000 Services
334100 Meters
334200 Meter Installations
335000 Hydrants
339100 Othber PIE Intangible
339500 ow e P/E TD
340100 Of lice Furniture & Equip
340200 Comp & Periph Equip
341100 Trans Equip Lt Duty Trks
341200 Trans Equip Hvy Duty Tris
342000 Stores Equipment
343000 Tools,Shop_Garage Equip
344000 Laboratory Equipment
345000 Power Operated Equipment
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

1 .932
659

0.00%
3.08%
4.24%
4.24%
4.24%
4.24%
7.05%
1.62%
1.97%
1.97%
1 .97%
2.34%
2.45%
2.42%
2.42%
1.97%
0.00%
0.00%
3.28%

10.00%
20.00%
15.00%

3.59%
3.59%
0.00%
4.64%
5.03%
4.93%

97
32

793 113CORPORATE ALLOCATION
304620 S!ruc1 a. Imp Leasehold
331001 Mains
340100 Office Fumimfe & Equip
340200 Comp & Perish Equip
340300 Computer Software
340300 Computer Software-Other
M3000 Tools,Shop,Garage Equip
346100 Comm Equip Non-Telephone
346300 Comm Equip Other

Total P\ant In Sewlce

3.927
1,597
s,zas

163
134
G50

17
3,423,384

14.28%
1.97%
3.28%

10.00%
25.00%
25.00%

3.59%
5.03%
4.93%
2.79%

129
160

1,571
41

5
33

1
9s,so1

301000
302000
303200
303300
303400
303500
303500
304820

o 113
95.387s

587
2,030

20,414
50
50

422
2,155

793
3,396,303 s

2.81%

s 195 s
$

14.358
s

el ,127
81 ,679

(552)

1
2
3
4
5
B
7
8
g
1 o
11
12
13
14
15
1 s
17
18
19
20
21
22
23
24
25
28
27
28
29
30
31
32
33
34
35
38
37
38
39
40
41
42
43
4-4
45
45
47
48
49
50
51
52
53
54
55
as
57
58
59
so
61
62
63
B4
65
55
67
SB
69
70
71
72
73

Less non Depreciable Plant
Organization
Franchises
Land & Land Rights SS
Land 81 Land Rights P
Land a Land Rights wr
Land & Land Rights TD
Land & Land Rights AG
Slid & Imp Leasehold
Net Depreciable Plant and Depreciation Amounts
Composite Depreciation Rate
Less
Amortization of Regulatory CIAC at Settlement Rate
Amortization of CIAC at Composite Rate
Staff Recommended Depreciation Expense
Company Proposed Depreciation Expense
Staff Adjustment s

Col A
Cd B
Col C

References:
Sd\€dIJI8 GWB-4
Proposed Rates pa' Staff Engineering Report for Nan Allocated Plant
Cd [Al times Col rel !



LINE
no. DESCRIPTION

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

,

ARIZONA-AMERICAN WATER COMPANY - TUBAC WATER
Docket No. WS-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule GTM-13

1

f
OPERATING ADJUSTMENT #2 - PROPERTY TAX EXPENSE

r

f
l rAn [B]

$ $
1

425,900
2

853,800
426,900

1 ,280,700
3

426,900
. 2

853,800
13,454

426,900
2

B53,800
643,634

1 ,497,434
3

499,145
2

998,289
13,454

1,011 ,743
0.230

232,701
12.70%

1
2
3
4
5
6
7
8
g

I D
1 1
1 2
1 3
1 4
1 5
1 6
1 7
1 8

1 9
2 0
2 1

$
$
s

867,254
0.23

199,468
12.70%
25.341
25,350
(1,008)

Staff Adjusted Test Year Revenues - 2007
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 I Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP - 2005
Less: Net Book Value of LiwnsedVehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 " Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 Line 17)

Property Tax on Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 15)
increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

29,563
25,341
4,zzz

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23)

$
$

4,222
216,734

1.94802%

I
I

REFERENCES: 0
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1, Line 24
Line 21: Line 19 - Line 20
Line 23: Schedule GWB~1, Line 8



ARIZONA-AMERICAN WATER COMPANY . TUBAC WATER
Docket No. WS-01303A-08-D227
Test Year Ended December 31, 2007

Surrebut ta l  Schedule GTM-14

OPER A T I N G I N C OM E A D JU ST M EN T  #3  -  I N C OM E T A XES

L I N E  A C C T
n o . n o . DESC-R lPT ION

[ A]
C O M P A N Y
P R O P O S E D

[ B ]
S T A F F

A D J U S T M E N T S

[ C ]
S T A F F

R E C O M M E N D E D

1 I nc om e T ax es $ (52 , 178 ) $ 10,556 $ (41 ,522)

References :
C o lum n (A) ,  C om pany  Sc hedu le  C -2
Column (B) :  Tes t imony  GTM
C olumn (C ) : Column (A)  +  Column (B)
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Direct Testimony of David C. Parcel]
Docket No. W-01303A-08-0227 et al
Page 1

1 INTRODUCTION

2 Q-

3

Please state your name, occupation, and business address.

My name is David C. Parcels. I am President and Senior Economist of Technical

4 Associates, Inc. My business address is Suite 601, 1051 East Cary Street, Richmond,

5 Virginia 23219.

6

7 Q-

8

9

10

1 1

12

13

14

15

Please summarize your educational background and professional experience.

I hold B.A. (1969) and M.A. (1970) degrees in economics from Virginia Polytechnic

Institute and State University (Virginia Tech) and a M.B.A. (1985) from Virginia

Commonwealth University. I have been a consulting economist with Technical

Associates since 1970. I have provided cost of capital testimony in public utility

ratemaking proceedings, dating back to 1972. In .connection with this, I have previously

filed testimony and/or testified in over 400 utility proceedings before about 40 regulatory

agencies in the United States and Canada. Attachment l provides a more complete

description of my education and relevant work experience.

16

17 Q- What is the purpose of your testimony in this proceeding?

18 A.

19

20

21

22

I have been retained by the Utilities Division Staff to evaluate the cost of capital aspects of

the current tiling of Arizona-American Water Company ("AAWC" or "Colnpany"). I

have performed independent studies and am making recommendations of the current cost

of capital for A.AWC. In addition, since AAWC is a subsidiary of American Water Works

Company, Inc. ("AWW"), I have also evaluated this entity in my analyses.

23

24 Q- Have you prepared an Exhibit in support of your testimony?

25

26

A.

A.

A. Yes, I have prepared one exhibit, made up of twelve Schedules, identified as Schedule 1
I 9 .

through Schedule 'l'4. These Schedules were prepared either by me or under my direction.
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1

2

The information contained in these schedules is correct to .the best of my knowledge and

b€1i€f.

3

4 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

What are your recommendations in this proceeding?Q-

A. My overall cost of capital recommendations for AAWC are:

5

6

7

8

9

10

11

Short-Term Debt
Long-Tenn Debt
Common Equity

Total

Percent
10.98%
47.70%
41.62%
100.00%

Cost
5.367%
5.463%
9.5-10.5%

Return
0.59%
2.59%
3.95-4.37%
7.13-7.55%

12

13

AAWC's application requests a return on common equity of 11.75 percent and overall rate

of return of 8.40 percent. I propose a return on common equity of 10.0 percent and an

overall rate of return of 7.34 percent. .14

15

16

1 7

1 8

19

20

21

22

23

Q- Please summarize your cost analyses and related conclusions for A.AWC.

This proceeding is concerned with A.AWC's regulated water utility operations in Arizona.

My analyses are concerned with the Company's total cost of capital. The first step in

performing an analysis of the Company's cost of capital is the development of die

appropriate capital structure. AAWC's proposed capital structure is comprised of 46.75

percent common equity and 53.25 percent long-term debt. This capital structure is due

projected December 1, 2008, capital structure of the Company. Fuse a capital structure in

my cost of capital analyses that contains short-term debt.

24

25

26

A.

The second step in a cost of capital calculation is a determination of the embedded cost

rates of debt. AAWC's application uses a long-term debt cost rate of 5.463 percent, which
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1

2

3

reflects the Company's projected cost at December 31, 2008. I have used the same rate

for this item as is proposed by the Company. For the cost of short-tenn debt, Fuse the rate

cited in the Company's tiling.

4

5

6

7

8

9

10

The third step in the cost of capital calculation is the estimation of the cost of common

equity. Shave employed three recognized methodologies to estimate the cost of equity for

AAWC. Each of these methodologies is applied to three groups of proxy water utilities.

These three methodologies and my findings are:

11

Methodology
Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

Range
9=5-45% 9,0 -/a, a "
10.2 10.5% 8'5"1o»
9.5-10.5%

'-/

Based upon these findings, I conclude that the cost of common equity for AAWC is within

a range of 9.5 percent to 10.5 percent. I recommend the mid-point of my cost of equity

range (10.0 %).

Combining these three steps into a weighted cost of capital results in an overall rate of

return range of 7.13 percent to 7.55 percent. My recommended 10.0 percent cost of equity

results in an overall cost of capital of 7.34 percent.

12

13

14

15

16

17

18

19

20

21

22

23

24

ECONOMIC/LEGAL PRINCIPLES AND METHODOLOGIES

Q. What are the primary economic and legal principles that establish the standards for

determining a fair rate of return for a regulated utility?

25

26

A. Public utility rates are normally established in a manner designed to allow the recovery of

their costs, including capital costs. This is frequently referred to as "cost of service"

ratemaldng. Rates for regulated public utilities traditionally have been primarily
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1

2

3

4

established using the "rate base - rate of return" concept. Under this method, utilities are

allowed to recover a level of operating expenses, taxes, and depreciation deemed

reasonable for rate-setting purposes, and are granted an opportunity to earn a fair rate of

return on the assets used and useill ( , rate base) in providing service to their customers.

5

6

7

8

9

The rate base is derived from the asset side of the utility's balance sheet as a dollar amount

and the rate of return is developed from Dre liabilities/owners' equity side of the balance

sheet as a percentage. The revenue impact of the cost of capital is thus derived by

multiplying the rate base by the rate of return (including income taxes).

10

11

12

13

14

The rate of return is developed tom the cost of capital, which is estimated by weighting

the capital structure components (L, debt, preferred stock, and common equity) by their

percentages in the capital structure and multiplying these by their cost rates. This is also

known as the weighted cost of capital.

15

16

17

18

19

20

21

22

23

24

25

Technically, "fair rate of return" is a legal and accounting concept that refers to an ex post

(after the fact) earned return on an asset base, while the cost of capital is an economic and

financial concept which refers to an ex ante (before the fact) expected or required return

on a liability base. In regulatory proceedings, however, the two terms are often used

interchangeably, as Shave done in my testimony.

From an economic standpoint, a fair rate of return is normally interpreted to mean that an

efficient and economically managed utility will be able to maintain its financial integrity,

attract capital, and establish comparable returns for similar risk investments; These

concepts are derived from economic and financial theory and are generally implemented

using financial models and economic concepts.

26
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1

2

3

Although I am not a lawyer and I do not offer a legal opinion, my testimony is based on

my understanding that two United States Supreme Court decisions provide the main

standards for a fair rate of return. The first decision is Bluefield Water Works and

4

5

Improvement Co. v. Pub. Serv. Comm'n of W. Va., 262 U.S. 679 (1923). In this decision,

the Court stated:

6

7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

What annual rate will constitute just compensation depends upon many
circumstances and must be determined by the exercise of fair and
enlightenedjudgment, having regard ro all relevant facts. A public utility
is entitled to such rates as will permit it to earn a return on the value of
the property which it employs for the convenience of the public equal ro
that generally being made at the same time and in the same general part
of the country on investments in other business undertakings which are
attended by corresponding risks and uncertainties; but it has no
constitutional right to profits such as are realized or anticipated in highly
profitable enterprises or speculative ventures. ` The return should be
reasonably sufficient to assure confidence in the financial soundness of
the utility, and should be adequate, under efficient and economical
management, to maintain and support its credit and enable it to raise the
money necessary for the proper discharge of its public duties. A rate of
return may be reasonable at one time, and become too high or too low by
changes ejecting opportunities for investment, the money market, and
business conditions generally. [Emphasis added.]

24

25

26

27

28

It is my understanding that the Bluefield decision established the following standards for a

fair rate of return: comparable earnings, financial integrity, and capital attraction. It also

noted the changing level of required returns over time as well as an underlying assumption

that the utility be operated in an efficient manner.

29

30 The second decision is Fed. Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591

31 (1942). In dart decision, the Court stated:

32

33
34
35

The rate-making process under the [Natural Gas] Act, i.e., the fixing of
just and reasonable' rates, involves a balancing of the investor and

consumer interests .... From the investor or company point of view it is
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1
2
3
4
5
6
7

important that there be enough revenue not only for operating expenses but
also for the capital costs of the business. these include service on the debt
and dividends on the stock. By that standard the return to the equity owner
should be commensurate with returns on investments in other enterprises
having corresponding risks. That return, moreover, should be sufficient to
assure confidence in the financial integrity of the enterprise, so as to
maintain its credit and to .attract capital. [Emphasis added.]

8

9

10

11

12

13

14

15

16

The three economic and financial parameters iN the Bluefield and Hope decisions -

comparable earnings, financial integrity, and capital attraction - reflect the economic

criteria encompassed in the "opportunity cost" principle of economics. The opportunity

cost principle provides that a utility and its investors should be afforded an opportunity

(not a guarantee) to earn a return commensurate with returns they could expect to achieve

on investments of similar risk. The opportunity cost principle is consistent with the

fundamental premise, on which regulation rests, namely, that it is intended to act as a

surrogate for competition.

17

18

19

20

21

22

I understand that because Arizona is a "Fair Value" state, Hope and Blueiield do not set

forth the legal requirements applicable to determining fair rate of return in Arizona. In

Simms v. Round Valley Light & Power Co., 294 P.2d 378 (1956), the Arizona Supreme

Court took exception to application of the following principle in Arizona since the

Constitution mandates consideration of fair value :

23

24
25
26
27
28
29
30
31

"In the Hope case the court, in testing the reasonableness ofratesfixed by
the Federal Power Commission under the Natural Gas Act, 15 US.C.A.
Section 7]7 et seq., after holding that congress had provided no formula by
which just and reasonable rates were to be determined, ruled that it was
the fnal result reached and not the method used in reaching the result that
was controlling and that if was unimportant to 'determine the various
permissible ways in which any rate base on which the return in computed
might be arrived at. "

32
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1

2

3

4

My testimony does not advocate that the Commission ignore the Simms holding in this

regard, or the fair value of AAWC's property, which it is required to consider under article

15, section 14 of the Arizona Constitution. Rather, I f ind the Hope and Bluefield

decisions to be helpful in their discussion of comparable earnings, financial integrity and

capital attraction.

Q-

5

6

7

8

9

10

11

12

13

A.

How can these parameters be employed to estimate the cost of capital for a utility?

Neither the coMe nor economic/financial theory have developed exact and mechanical

procedures for precisely determining the cost of capital. This is the case because the cost

of capital is an opportunity cost and is prospective-looldng, which dictates that .it must be

estimated.

There are several useiirl models that can be employed to assist in estimating the cost of

equity capital, which is die capital structure item that is the most difficult to determine.

These include the Discounted Cash Flow ("DSC"), Capital Asset Pricing Model

("CAPM"), Comparable Earnings ("CE") and Risk Premium ("RP") methods. Each of

these methods (or models) differs from the osiers and each, if properly employed, can be a

useful tool in estimating the cost of common equity for a regulated utility.

14

15

16

17

18

19

20

21

Q~ Which methods have you employed in your analyses of the cost of common equity in

22

23

24

this proceeding?

I have utilized three methodologies to determine AAWC's cost of common equity: the

DCF, CAPM, and CE methods. I have not employed a RP model in my analyses

although, as I indicate later, my CAPM analysis is a form of the RP methodology. Each

of these methodologies will be described in more detail in my testimony that follows.25

26

A.
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1 GENERAL ECONOMIC CONDITIONS

2 Q-

3

4

5

6

7

8

9

10

11

12

Why are economic and financial conditions important in determining the costs of

capital?

The costs of capital, for both fixed-cost (debt and preferred stock) components and

common equity, are determined in part by current and prospective economic and financial

conditions. At any given time, each of the following factors has an influence on the costs

of capital: the level of economic activity (i.e., growth rate of the economy), the stage of

the business cycle (i.e., recession, expansion, or transition), and the level of inflation, and

expected economic conditions. My understanding is that this position is consistent with

the Supreme Court Blueiield decision that noted "[a] rate of return may be reasonable at

one time, and become too high or too low by changes affecting oppo ities for

investment, the money market, and business conditions generally."

13

14 Q- What indicators of economic and financial activity have you evaluated in your

15 analyses?

16

17

18

19

20

I have examined several sets of economic statistics from 1975 to the present. I chose this

time period because it permits the evaluation of economic conditions over three full

business cycles plus the current cycle to date, allowing for an assessment of changes in

long-term trends. This period also approximates the beginning and continuation of active

rate case activities by public utilities.

21

22

23

24

25

26

A.

A.

A business cycle is commonly defined as a complete period of expansion (recovery and

growth) and contraction (recession). A full business cycle is a useful and convenient

period over which to measure levels and trends in long-term capital costs because it

incorporates the cyclical (i.e., stage of business cycle) influences, and thus, permits a

comparison of structural (or long-term) trends.
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1 Q. Please describe the timeframe of the three prior business cycles and the most recent

2

3

cycle.

The three prior complete cycles and current cycle cover the following periods:

4

5

6

7

Business Cycle
1975-1982
1982-1991
1991-2001
Current

Expansion Cycle
Mar. 1975-Ju1y 1981
Nov. 1982~]u1y 1990
Apr. 1991-Mar. 2001
Dec. 2001-Nov. 2007

Contraction Period
Aug. 1981-0ct. 1982
Aug. 1990-Mar. 1991
Apr. 2001-Nov. 2001
Dec. 2007-Present

8

9 Q-

10

11

12

13

14

15

Do you have any general observations concerning the recent trends in economic

conditions and their impact on capital costs over this broad period?

Yes, I do. As Twill describe below, until recently the U.S. economy has enjoyed general

prosperity and stability over the period since the early 1980s. This period has been

characterized by longer economic expansions, relatively tame contractions, relatively low

and declining inflation, and declining interest rates and other capital costs. The current

business cycle began in late 2001, following a somewhat modest recession earlier in the

16 year.

17

18

19

20

21

22

23

24

25

26

A.

A.

Over the past two years, on the other hand, the economy has slowed significantly, initially

as a result of the 2007 collapse of the "sub-prime" mortgage market and related liquidity

crises in the financial sector of the economy. During 2008, this financial crisis intensified

with a more broad-based decline, initially based on an intensive increase in petroleum

prices and an increasing decline in the U.S. financial sector cuhninating with the collapse

and/or bailouts of a substantial number of long-standing institutions such as Bear Stearns,

Lehman Brothers, Merrill Lynch, Freddie Mac, Fannie Mae and AIG. This crisis has

recently been described as the worst financial crisis since the Great Depression. The U.S.

government is in the process of implementing unprecedented actions to attempt to correct
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or minimize this crisis. As of this time the effects of these potential actions are unclear

There is presently a general acceptance that the economy is already in a recession. Should

the economy incur a significant recession, which is increasingly evident, the impacts on

cost of capital would likely be characterized by lower utility growth and declining capital

costs due to a decline iN corporate profits and expected earnings growth. It is also clear

Mat a serious recession would have negative impacts on AAWC's customers, in terms of

income levels, unemployment and profits. Clearly, this is no environment iN which to

increase the profit levels for a regulated monopoly such as AAWC

10 Q Please describe recent and current economic and financial conditions and their

impact on the costs of capital

Schedule 2 shows several sets of economic data. Pages 1 and 2 contain general

macroeconomic statistics while pages 4 through 6 contain financial market statistics

Pages l and 2 show that the U.S. economy ended 2007 as die sixth year. of an economic

expansion although, as indicated previously, the economy apparently entered a recession

at the end of the year. This is indicated by the growth in real (i.e., adjusted for inflation)

Gross Domestic Product, industrial production, and the unemployment rate. This recent

expansion was characterized as slower growth, in comparison to prior expansions. This

resulted in lower inflationary pressures and interest rates. Economic indicators in 2008

reflect significantly declining growth in GDP and industrial production and a substantial

increase in the unemployment rate, all of which are indicative of a recession

The rate of inflation is also shown on pages 1 and 2. As is reflected in the Consumer Price

kldex ("CPI"), for example, inflation rose significantly during the 1975-1982 business

cycle and reached double-digit levels in 1979-1980. The rate of inflation declined

substantially in 1981 and remained at or below 6.1 percent during the 1983-1991 business
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1

2

3

4

5

6 \

cycle. Since 1991, the CPI has been 4.1 percent or lower. The 4.1 percent rate of inflation

in 2007 was slightly above the levels since 2000, but is well below the levels of the past

thirty years. Inflation increased in the first half of 2008, largely as a result of a significant

increase in petroleum costs. However, consistent wide an economic contraction and lower

equity returns, both petroleum prices and inflation in general have dramatically declined in

recent months.

7

8 Q-

9

10

11

12

13

What have been the trends in interest rates?

Pages 3 and 4 show several series of interest rates. Rates rose sharply to record levels in

1975-1981 when the inflation rate was high and generally rising. Interest rates declined

substantially in conjunction wide inflation rates throughout the remainder of the 1980s and

throughout the 1990s. Interest rates declined even further from 2000-2005 and generally

recorded their lowest levels since the 1960s.

14

15

16

17

18

19

20

21

22

23

24

1.

25

A.

During the past several years, long-term interest rates have remained low by historic

standards. During the 2001 recession and early in the succeeding expansion, the Federal

Reserve lowered interest rates (i.e., Federal Funds rate) eleven times in 2001 and twice in

2003 in an effort to stimulate the economy. Following this, the Federal Reserve increased

short-term interest rates on seventeen occasions between 2004 and 2006, aldiough each

time by only 0.25 percent, in an attempt to ensure that any perceived inflationary

expectations would not stifle continued economic growth. Nevertheless, the Federal

Reserve actions did not result in a pronounced increase in long-term rates. Most recently,

however, the Federal Reserve has lowered the Federal Funds rate (i.e., short-term rate) on

several occasions and it presently is 0.25 percent, an all-time low. Over the past few

years, long-term interest rates have remained relatively stable, by historic standards. The

first several months of 2008 have experienced declines in short-term rates and in long
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1

2

3

4

5

6

term U.S. Treasury Securities, and an increase in corporate. bond yields. This apparent

contradiction reflects a "flight to quality," as cautious (or concerned) investors are

avoiding corporate securities (stocks and debt) and are placing their funds in more secure

government securities. This has the effect of driving yields on government securities to

extremely low levels and the yields on corporate debt to high levels. Such a "flight to

quality" will likely remain until the economy and investor confidence returns.

7 '

8 Q-

9

10

11

12

13

14

15

What have been the trends in common share prices?

Pages 5 and 6 show several series of common stock prices and ratios. These indicate that

share prices were essentially stagnant during the high inflation/interest rate enviromnent of

the late 1970s and early 1980s. On the other hand, the 1983-1991 business cycle and the

most recent cycles wi tnessed a signi f icant upward trend in stock prices. Since the

beginning of  the current f inancial crisis, on the other hand, stock prices have declined

precipitously and have been very volatile. Stock prices in 2008 are down signif icantly

from 2007 levels, reflecting the financial/economic crises.

16

17 Q- What conclusions do you draw from this discussion of economic and financial

18 conditions?

19

20

21

22

23

24

25

It is apparent that capital costs are volatile and inconsistent with relationships in

comparison to the levels that have prevailed over the past three decades. In addition, the

current weakness in the economy has resulted in a decline in capital costs, as measured by

the expected returns of competitive firms. Therefore, it can reasonably be expected that

cost of equity models currently indicate returns that are lower than returns experienced in

prior years. As noted elsewhere in my testimony, this is a factor that should be considered

in establishing the current cost of equity for AAWC.

26

A.

A.
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1 AAWC'S OPER.ATIONS AND RISKS

2 Q- Please summarize A.AWC and its operations.

3 AAWC is a public utility that delivers water and wastewater through its services

4 distribution system in Arizona. AAWC provides service to about 100,000 water

5

6

customers and 50,000 sewer customers in about ten districts in the state. AAWC is a

subsidiary of AWW.

7

8 Q- Please describe AWW.

9

10

11

A is a holding company w i s e major subsidiaries provide water and wastewater
)'vL.\'i .2r'»c.!,

services in nineteen stated, AWW is the largest investor-owned water and wastewater

company in the United States .

12

13

14

15

16

17

18

19

20

21

22

AWW has undertaken several ownership changes over the past several years. Until 2003,

AWW was a publicly-traded company headquartered in Voorhees, N.J. In 2003, AWW's

stock was acquired by RWE Aktiengesellschah (a German company) and became a

wholly-owned subsidiary of RWE. In 2005, RWE announced its intention to exit its water

activities in the U.S. and elsewhere and, in connection with this, sold about 63.2 million

shares in an initial public offering ("1;pQ") of AWW's shares. This sale amounted to

approximately 40 percent of AWW's shares now being owned by the investing public and

the remaining 60 still owned by RWE. RWE intends to divest its remaining ownership of

AWW through the consummation of additional public offerings in the future as dictated

by market conditions.

23

24

25

A.

A.

As noted above, AWW owns a number of water and wastewater subsidiaries that operate

in dirty two states daroughout the U.S. One of these is AAWC. A also owns non-
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1

2

regulated subsidiaries. AWW raises debt capital for its subsidiaries through its Financing

subsidiary American Water Capital Corp.

3

4 CAPITAL STRUCTURE AND COST OF DEBT

5 Q- What is the importance of determining a proper capital structure in a regulatory

6 framework?

7 A.

8

9

10

11

A utility's capital structure is important because the concept of rate base - rate of return

regulation requires that a utility's capital strucme be determined and utilized in estimating

the total cost of capital. Within this framework, it is proper to ascertain whether the

utility's capital structure is appropriate relative to its level of business risk and relative to

other utilities.

12

13

14

15

16

17

18

19

20

21

As discussed in section III of my testimony, the purpose of determining the proper capital

structure for a utility is to help ascertain its capital costs. The rate base .- rate of return

concept recognizes the assets employed in providing utility services and provides for a

return on these assets by identifying the liabilities and common equity (and their cost

rates) used to finance the assets. In this process, the rate base is derived from the asset

side of the balance sheet and the cost of capital is derived from the liabilities/owners'

equity side of the balance sheet. The inherent assumption in this procedure is dirt the

dollar values of the capital structure and the rate base are approximately equal and the

former is utilized to finance the latter.

22

23

24

The common equity ratio (i.e., the percentage of common equity in the capital sMcture) is

the capital structure item which normally receives the most attention. This is the case

25 because common equity: (1) usually commands the highest cost rate, (2) generates
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1

2

associated income tax liabilities, and, (3) causes the most controversy since its cost cannot

be precisely determined.

3

4 Q- How have you evaluated the capital structure of AAWC?

5

6

7

8

9

10

A. A11 of AAWC's capital is provided by AWW. The reported capital of AAWC is actually

"allocated" to the Company ham AWW. I have therefore examined the historic (2006-

2008) capital structure ratios of AWW. These are shown on Schedule 3. I have

summarized below the common equity ratios for AWW:

11
2006
2007
Sept. 30, 2008

Including S-T Debt
39.4%
47.5%
44.8%

Excluding S-T Debt
43.9%
49.3%
47.0%

Q- How do these capital structures compare to those of investor-owned water utilities?

Schedule 4 shows the common equity ratios (including short-term debt in capitalization)

for the three groups of water utilities utilized in my cost of equity analyses. These are:

12

13

14

15

16

17

18

19

2 0

21

2 2

Year
2003
2004
2005
2006
2007

V a lu e
Line
Group
4 6 %
5 2 %
4 9 %
5 0 %
51 %

AUS
Utility
Group
46%
50%
48%
50%
50%

Villadsen
Group
48%
51 %
49%
51 %
50%

23

24 These common equity ratios are slightly higher than those of A .

25

A.
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1 Q- What capital structure ratios has AAWC requested in this proceeding?

The Company requests use of die following capital structure:2

3

4 Long-Tem1 Debt

Common Equity

53.25%

46.75%

According to schedule D-1 of AAWC's filing, dais is the projected capital structure of the

Company at December 31, 2008.

5

6

7

8

9

10

11

12

13

Q. What capital structure do you propose to use in this proceeding?

I use the capital structure ratios as proposed by AAWC, with one exception. I have

included short-term debt, which is consistent with this Contrnission's practice. I have

used the amounts of capita] for AAWC as contained in Schedule D-2 of the Company's

application.14

15

16

17

18

19

20

21

22

Q- What are the cost rates of debt in the company's application?

The Company's filing cites a cost of long-tenn debt of 5.463 percent. This is represented

to be the Company's projected cost at December 31, 2008. I also use this cost of long-

tem1 debt in my cost of capital analyses. For the cost of short-term debt, I use the 5.367

percent rate shown on Schedule D-2.

Q.

23

Can the cost of common equity be determined with the same degree of precision as

the costs of debt?

24 A.

25

26

A.

A.

A.

No. The cost rates of debt are largely determined by interest payments, issue prices, and

related expenses. The cost of common equity, on the other hand, cannot be precisely

quantified, primarily because this cost is an opportunity cost. There are, however, several
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1

2

3

models which can be employed to estimate the cost of common equity. Three of the

primary methods - DCF, CAPM, and CE - are developed in the following sections of my

tesdrnony.

4

5

6

7

8

9

10

11~

12

13

Q.

A. A.AWC is not a publicly-traded company. AWW, AAWC's parent company, is a

publicly-traded company. Consequently, it is possible to directly apply cost of equity

models to AWW. However, it is generally desirable to analyze groups of comparison or

"proxy" companies as a substitute for AAWC to determine its cost of common equity.

SELECTION OF PROXY GROUPS

How have you estimated the cost of common equity for AAWC?

I have examined three such groups for comparison to AAWC. I have inst selected the

group of four water utilities that are contained in the Standard Edition of Value Line.

Second, I have used the group of eight water utilities covered in AUS utility Reports.

Third, Shave conducted studies of the cost of equity for the proxy group of water utilities

selected by AAWC's witness Bente Villadsen.

14

15

16

17

18

19

20

21

22

Q~

A. The DCF model is one of the oldest, as well as the most commonly-used, models for

estimating the cost of common equity for public utilities. The DCF model is based on the

"dividend discount model" of financial theory, which maintains that the value (price) of

any security or commodity is the discounted present value of all tincture cash flows.

DISCOUNT CASH FLOW ANALYSIS

What is the theory and methodological basis of the DCF model?

23

24

25 The most common variant of the DCF model assumes that dividends are expected to grow

at a constant rate. This variant of the divideNd discount model is known as the constant
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1

2

growth or Gordon DCF model. In this framework cost of capital is derived by the

following folmula:

3

4

5
DK=-p+g

6

7 where : K = discount rate (cost of capital)

8 P = current price

D = current dividend rate9

10 g = constant rate of expected growth

11

12

13

14

This formula essentially recognizes that the return expected or required by investors is

comprised of two factors: the dividend yield (current income) and expected growth in

dividends (future income).

Q~

A.

Please explain how you have employed the DCF model.

17

18

19

Shave utilized the constant growth DCF model. In doing so, Shave combined the current

dividend yield for each group of proxy utility stocks described in the previous section with

several indicators of expected dividend growth.

20

21 Q- How did you derive the dividend yield component of the DCF equation?

22

23

24

25

There are several methods that can be used for calculating the dividend yield component.

These methods generally differ in the manner in which the dividend rate is employed, i.e.,

current versus future dividends or annual versus quarterly compounding of dividends. I

believe the most appropriate dividend yield component is the version listed below:

26

15

16

A.
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1

0-58)1 +DO(

Po
_ ld =

we

2

3 This dividend yield component recognizes the timing of dividend payments and dividend

4 increases.

5

6

7

The PT in my yield calculation is the average (of high and low) stock price for each proxy

company for the most recent three month period (September-November, 2008). The ]30 is

the current annualized dividend rate for each proxy company.

8

9 Q-

10

11

12

13

14

15

16

17 ObviQus1y, since_two investors reach

18

How have you estimated the dividend growth component of the DCF equation?

The dividend growth rate component of the DCF model is usually the most crucial and

controversial element involved in using this methodology. The objective of estimating the

dividend growth component is to reflect the growth expected by investors that is embodied

in the price (and yield) of a company's stock. As such, it is important to recognize that

individual investors have different expectations and consider alternative indicators in

deriving their expectations. This is evidenced by the fact that every investment decision

resulting in the purchase of a particular stock is matched by another investment decision to

sell that stock. different decisions at the same

market price, their expectations differ.

19

20 A wide array of indicators exists for estimating the growth expectations of investors. As a

21 result, it is evident that no single indicator of growth is always used by all investors. It

22

23

therefore is necessary to consider alternative indicators of dividend growth in deriving the

growth component of the DCF model.

24

25 Shave considered Eve indicators of growth in my DCF analyses. These are:

26

A.
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1

2

2003-2007 (5-year average) earnings retention, or Mdamental growth (per

Value Line);

3

4

5

6

7

8

5-year average of historic growth in earnings per share ("EPS"), dividends

per share ("DPS"), and book value per share ("BVPS") (per Value Line),

2008, 2009, and 2011-2013 projections of earnings retention growth (per

Value Line),

2005-2007 to 2011-2013 projections of EPS, DPS, and BVPS (per Value

Line), and

9

10

5-year projections of EPS growth as reported in First Call (per Yahoo!

Finance).

11

12

13

14

15

16

17

believe this combination of growth indicators is a representative and appropriate set with

which to begin the process of estimating investor expectations of dividend growth for the

groups of proxy companies. also believe that these growth indicators reflect the types of

information that investors consider in making their investment decisions. As I indicated

previously, investors have an array of information available to them, all of which should

be expected to have some impact on their decision-making process.

18

19 Q- Please describe your initial DCF calculations.

20

21

22

Schedule 5 presents my DCF analysis. Page 1 shows the calculation of the "raw" (i.e.,

prior to adjustment for growth) dividend yield for each proxy company. Pages 2 and 3

show the growth rate for the groups of proxy companies. Page 4 shows the "raw" DCF

23

24

calculations, which are presented on several bases: mean, median, and high values. These

results can be summarized as follows:

25

A.

4.

5.

3.

2.

1.
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1

2

3

Value Line Group
AUS Group
Villadsen Group

Mean
7.8%
8.8%
8.8%

Median
7.6%
9.1%
9.2%

Mean
High*
9.2%
11.4%
11.6%

Median
H1818
9.2%
11.5%
11.5%

4

Inoue that the individual DCF calculations shown on Schedule 5 should not be interpreted

to reflect the expected cost of capital for the proxy group, rather, the individual values

shown should be interpreted as alternative information considered by investors. The

individual DCF calculations also demonstrate how the focus on a single growth rate, such

as EPS projections, can produce a DCF conclusion that is not reflective of a broader

perspective of available information.

The results in Schedule 5 indicate average (mean and median) DCF cost rates of 7.8

percent to 9.2 percent. The "high" DCF rates (i.e., using the highest growth rates only) are

about 9.2 percent to 11.6 percent on an average basis and 9.2 percent to 11.5 percent on a

median basis.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

22.

Q- What do. you conclude from your DCF analyses?

This analysis reflects a broad DCF r a n g e of abou t 7.8 percent t o  a b ou t 11.6 percent for the

proxy groups. This is  approximated by the average/mean values for the proxy groups

examined in the previous analysis. I give less weight to the extreme upper and lower ends

of the groups which are impacted by outl ier results . I bel ieve that 9.0 percent to 10.0

percent reflects the proper DCF cost for A.AWC.

23

l

2

A.

Using only the highest growth rate.

Using only the highest growth rate.
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1

2

CAPITAL ASSET PRICING MODEL ANALYSIS

Please describe the theory and methodological basis of the CAPM.Q-

3

4

The CAPM is a version of the RP method. The CAPM describes and measures the

relationship between a security's investment risk and its market rate of return. The CAPM

was developed in the 1960s and 1970s as an extension of modern portfolio theory

("MPT"), which studies the relationships among risk, diversification, and expected

returns.

Q- How is the CAPM derived?

5

6

7

8

9

10

11

The general form of the CAPM is:

12

13

14

K=R/ +,8(Rm-R/)

where : K = cost of equity

Rf= risk free rate

Rm = return on market

13 = beta

Rm'Rf = market risk premium

15

16

17

18

19

20

21

22

As noted previously, the CAPM is a variant of the RP method. I believe the CAPM is

generally superior to the simple RP method because the CAPM specifically recognizes the

risk of a particular company or industry (i.e., beta), whereas the simple RP method

assumes the same risk premium for all companies exhibiting similar bond ratings.23

24

A.

A.
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1 Q.

2

What groups of companies have you utilized to perform your CAPManalyses?

I have performed CAPM analyses for the same groups of proxy utilities evaluated in my

DCF analyses.3

4

Q- Please explain the risk-free rate as used in your CAPM and indicate what rate you

employed.

The first term of the CAPM is the risk-free rate (Rf). The risk-&ee rate reflects the level of

return that can be achieved without accepting any risk.

In CAPM applications, the risk-free rate is generally recognized by use of U.S. Treasury

securities. Two general types of U.S. Treasury securities are often utilized as the Rf

component - short-term U.S. Treasury bills and long-term U.S. Treasury bonds.

I have performed CAPM calculations using the three-month average yield (September-

November, 2008) for 20-year U.S. Treasury bonds. Over this three-month period, these

bonds had an average yield of 4.35 percent.

Q-

A.

What is beta and what betas did you employ in your CAPM?

Beta is a measure of the relative volatility (and thus risk) of a particular stock in relation to

the overall market. Betas of less than 1.0 are considered less risky than the market,

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

A.

A.

whereas betas greater than 1.0 are more risky. Utility stocks traditionally have had betas

below 1.0. I utilized the most recent Value Line betas for each company in the groups of

proxy utilities.
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1 Q~ How did you estimate the market risk premium component in your CAPM analysis?

2

3

4

The market risk premium component (Rm_Rf) represents the investor-expected premium of

common stocks over the risk-free rate, or government bonds. For the purpose of

estimating the market risk Premium, I considered alternative measures of returns of the

Standard & Poor's ("S&P") 500 (a broad-based group of large U.S. companies) and 20-

year U.S. Treasury bonds.

5

6

7

8

9

10

11

First, Shave compared the actual annual returns on equity of the S&P 500 with the actual

annual yields of U.S. Treasury bonds. Schedule 6 shows the return on equity for the S&P

500 group for the period 1978-2007 (all available years reported by S&P). This schedule

also indicates the annual yields on 20-year U.S. Treasury bonds, as well as the annual

differentials (i.e., risk premiums) between the S&P 500 and U.S. Treasury 20-year bonds.

Based upon these returns, I conclude that this version of the risk premium is about 6.46

percent.

I have also considered the total returns (i.e., dividends/interest plus capital gains/losses)

for the S&P 500 group as well as for the long-term government bonds, as tabulated by

Morningstar (formerly Ibbotson Associates), using both arithmetic and geometric means.

Shave considered the total returns for the entire 1926-2007 period, which are as follows:

12

13

14

15

16

17

18

19

20

21

22

23

24

Arithmetic
Geometric

S&P 500
12.3%
10.4%

L-T Gov 't Bonds
5.8%
5.5%

Risk Premium
6.5%
4.9%

25

A.

I conclude from this that the expected risk premium is about 5.9 percent (i.e., average of

all dirge risk premiums). I believe that a combination of arithmetic and geometric means
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1

2

is appropriate since investors have access to both types of means and, presumably, both

types are reflected in investment decisions and thus stock prices and cost of capital.

3

4 Schedule 7 shows my CAPM calculations using the risk premium. The results are:

5

6

7

8

9

10

Value Line Group
AUS Group
Villadsen Group

Mean
10.4%
9.8%
9.8%

Median
10.4%
10.1%
10.1%

Q.

11

12

13

14

15

16

17

18

19

20

A.

What is your conclusion concerning the CAPM cost of equity?

The CAPM results collectively indicate a cost of 9.8 percent to 10.4 percent for the groups

of comparison utilities. I conclude that the CAPM cost of equity for A.AWC is 9.8 percent

to 10.4 percent.

COMPARABLE EARNINGS ANALYSIS

Q. Please describe the basis of the CE methodology.

A. The CE method is derived from the "corresponding risk" standard of the Bluefield and

Hope cases. This method is thus based upon the economic concept of opportunity cost.

As previously noted, the cost of capital is an opportunity cost: the prospective return

available to investors ham alternative investments of similar risk.

21

22

23

24

The CE method is designed to measure the returns expected to be earned on the original

cost book value of similar risk enterprises. Thus, this method provides a direct measure of

the fair return, because the CE method translates into practice the competitive principle

upon which regulation is based.25

26
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1

2

3

4

5

6

7

The CE method normally examines the experienced and/or projected returns on book

common equity. The logic for examining returns on book equity follows from the use of

original cost rate base regulation for public utilities, which uses a utility's book common

equity to determine the cost of capital. This cost of capital is, in tum, used as the fair rate

of return which is then applied (multiplied) to.the book value of rate base to establish the

dollar level of capital costs to be recovered by the utility. This technique is dias consistent

with the rate base methodology used to set utility rates.

8

9 Q-

10

11

12

13

14

15

16

17

How have you employed the CE methodology in your analysis of AAWC's common

equity cost? .

I conducted the CE medrodology by examining realized returns on equity for several

groups of companies and evaluating the investor acceptance of these returns by reference

to the resulting market-to-book ratios. In this manner it is possible to assess the degree to

which a given level of return equates to the cost of capital. It is generally recognized for

utilities that market-to-book ratios of greater than one (i.e., l 00%) reflect a situation where

a company is able to attract new equity capital without dilution (i.e., above book value).

As a result, one objective of a fair cost of equity is the maintenance of stock prices above

18 book value.

19

20

21

22

23

24

would further note that the CE analysis, as Shave employed it, is based upon market data

(through the use of market-to-book ratios) and is thus essentially a market test. As a

result, my analysis is not subject to the criticisms occasionally made by some who

maintain that past earned returns do not represent the cost of capital. In addition, my

analysis uses prospective returns and dias is not confined to historical data.

25

A.
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1 Q-

2

3

5

6

7

8

9

10

What time periods have you examined in .your CE analysis?

My CE analysis considers the experienced equity returns of the proxy groups of utilities

for the period 1992-2007 (i.e., the last sixteen years). The CE analysis requires that I

examine a relatively long period of time in order to determine trends in earnings over at

least a full business cycle. Further, in estimating a fair level of return for a future period,

it is important to examine earnings over a diverse period of time in order to avoid any

undue influence from unusual or abnormal conditions that may occur in a single year or

shorter period. Therefore, in forming my judgment of the current cost of equity I have

focused on two periods: 2003-2007 (the last five yeas - the average length of a business

cycle) and 1992-2001 (the most recent complete business cycle).

11

12 Q- Please describe your CE analysis.

13

14

Schedules 8 and 9 contain summaries of experienced returns on equity for several groups

of companies, while Schedule 10 presents a risk comparison of utilities versus unregulated

15 firms.

16

17

18

Schedule 7 shows the earned returns on average common equity and market-to-book ratios

for the groups of proxy utilities. These can be summarized as follows:

19

20 Value Line
Group

AUS
Group

Villadsen
Group

21

22
8.0-10.5%
8.6-11.0%

9.2~11.0%
9.5-11.1%

9.2-11.0%
9.8-11.3%

23

24
177-238%
173-220%

178-236%
178-225%

178-241%
175-229%

25

Historic ROE
Mean
Median

Historic M/B
Mean
Median

Prospective ROE
Mean
Median

8.4-11.4%
9.0-11.5%

8.4-11.4%
9.0-11.5%

8.4-11.4%
9.0~11.5%

26

4

A.

A.
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2

3

4

5

These results indicate that historic returns of 8.0-11.1 percent have been adequate to

produce market-to-book ratios of 171-241 percent for the groups of proxy utilities.

Furthermore, projected returns on equity for 2008, 2009, and 2011-2013 are within a

range of 8.4 percent to 11.5 percent for the utility groups. These relate to 2007 rnarket-to-

book ratios of 200 percent or higher.

6

Have you also reviewed earnings of unregulated firms?

Yes. As an alternative, I also examined a group of largely unregulated Buns. I have

9

10

11

12

13

14

examined the S&P 500 Composite group, since this is a well-recognized group of arms

that is widely utilized in the investment community and is indicative of the competitive

sector of the economy. Schedule 8 presents the earned returns on equity and rnarket-to-

book ratios for the S&P 500 group over the past sixteen years. As this Schedule indicates,

over the two periods aNs group's average earned returns ranged Nom 14.7 percent to 15.0

percent with market-to-book ratios ranging between 288 percent and 341 percent.

15

16 Q. How can the above information be used to estimate the cost of equity for AAWC?

17

18

19

20

21

22

23

The recent earnings of the proxy utility and S&P 500 groups can be utilized as an

indication of the level of return realized and expected in the regulated and competitive

sectors of the economy. In order to apply these returns to -the cost of equity for proxy

utilities, however, it is necessary to compare the risk levels of the utility industry with

those of the competitive sector. I have done this in Schedule 10, which compares several

risk indicators for the S&P 500 group and the utility groups. The information in this

schedule indicates that the S&P 500 group is more risky than the utility proxy groups.

24

1.

A.
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1 Q What return on equity is indicated by the CE analysis

Based on the recent earnings and market-to-book ratios, I believe the CE analysis

indicates that the cost of equity for the proxy utilities is no more than 9.5 percent to 10.5

percent. Recent returns of 8.0 percent to 11.1 percent have resulted in market-to-book

ratios of 170 and greater. Prospective returns of 8.8 percent to 11.5 percent result in

anticipated market-to-book ratios of over 200 percent. As a result, it is apparent that

returns below this level would result in market-to-book ratios of well above 100 percent

An earned return of 9.5 percent to 10.5 percent should thus resulting a market-to-book ratio

of over 100 percent. As I indicated earlier, the fact that market-to-book ratios

substantially exceed 100 percent indicates that historic and prospective returns of over 10

percent reflect earnings levels that exceed the cost of equity for those regulated

compares

Please also note that my CE analysis is not based on a mathematic formula approach, as

are the DCF and CAPM methodologies. Rather, it is based on recent trends and current

conditions in equity markets. Further, it is based on the direct relationship between

returns on common stock and market-to-book ratios of common stock. In utility rate

setting, a fair rate of return is based on the utility's assets (i.e., rate base) and the book

value of the utility's capital structure. As stated earlier, maintenance of a financially

stable utility's market-to-book ratio at 100 percent, or a bit higher, is bully adequate to

maintain the utility's financial stability. On the other hand, a market price of a utility's

common stock that is 170 percent or more above the stock's book value is indicative of

earnings that exceed the utility's reasonable cost of capital. Thus, actual or projected

earnings do not directly translate into a utility's reasonable cost of equity. Rather, they

must be viewed in relation to the market-to-book ratios of the utility's common stock
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1

2

3

4

My 9.5 percent to 10.5 percent CE recommendation is not designed to result in 1narket-to-

book ratios as low as 1.0 for AAWC. Rather, it is based on current market conditions and

the proposition that ratepayers should not be required to pay rates based on earnings levels

that result in excessive market-to-book ratios.

RETURN ON EQUITY RECOMMENDATIONS

Q. Please summarize the results of your three cost of equity analyses.

A. My dlree methodologies produce the following:

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

9.0-10.0%
9.8-10.4%
9.5-10.5%

5

6

7

8

9

10

11

12

13

Q- What is your cost of equity recommendation for AAWC?

recommend a cost of equity of 9.5 percent to 10.5 percent for AAWC. This reflects each

of my three cost of equity model results. Within this range, I recommend the 10.0 percent

mid-point level.

Q- Please explain how the recent and current economic and financial crisis impacts the

14

15

16

17

18

19

20

21

22

A.

23

cost of equity for A.AWC.

It is well chronicled that, over the past year and especially over the past few months, the

United States and global financial markets have been in turmoil. The impacts of this have

been far-reaching and extreme, with global credit markets virtually coming to a standstill.

This crisis and its impact, however, do not imply that the cost of equity for water utilities

such as AAWC have increased. I say this for the following reasons.

24

25

26

A.

First, it must be emphasized that depressed economic conditions and the financial crisis

affects virtually all sectors of the economy - households, small businesses, larger
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1 commercial and industrials - and, in most cases, the impact is greater than is the case for

2 AAWC. AAWC is a regulated utility that sells a product that has no real substitutes and is

3

4

a product that consumers can do little to control the amount they use. As such, AAWC

and utilities are partially, if not largely, insulated from the impacts of depressed economic

5 conditions.

6

7

8

9

10

11

Second, if a recession is a significant one, the major impact will be to depress the profits

of most enterprises. As a result, it is to be expected that capital costs will decrease if a

significant recession occurs. There is no justification for increasing the profit level of a

regulated utility such as AAWC at the same time that other enterprises are experiencing

lower profits.

12

13

14

15

Third, even if A.AWC were to incur higher costs of debt and/or other capital costs, these

costs can be passed along to ratepayers at the next rate proceeding. Unregulated inns

carrot do this.

16

17

18

19

20

21

22

23

Fourth, the United States and global governments have taken, and continue to take,

extraordinary measures to avoid a further worsening of the current market turmoil. Most

of these measures are designed to put liquidity into the credit markets and make credit

more accessible again and, in the process, restore more confidence to the financial

markets. A11 of these measures are clearly designed to lower the cost of capital. In this

environment, it would be counter-productive to make any claim that AAWC should have a

higher return at Ms time due to the above-cited market turmoil.

24
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1 TOTAL COST OF CAPITAL

2 Q-

3

4

5

6

What is the total cost of capital for AAWC?

Schedule 1 reelects the total cost of capital for the Company using AAWC's capital

structure and costs of debt along with the range of common equity costs my analyses

support. The resulting total cost of capital is a range &om 7.13 percent to 7.55 percent. I

recommend that a 7.34 percent total cost of capital be established for AAWC.

7

8

9

10

Q-

11

Does your cost of capital recommendation provide the Company with a sufficient

level of earnings to maintain its financial integrity? .

Yes, it does. Schedule 11 shows the pre-tax coverage that would result if A.AWC earned

my cost of capital recommendation. As the results indicate, my recommended range

would produce a coverage level within the benchmark range for a BBB3 rated utility. In

addition, the debt ratio (which reflects the Company's proposed capital structure) is within

the benchmark for a BBB rated utility.

Q- Are you proposing a fair value rate of return in this proceeding?

12

13

14

15

16

17

18

19

20

21

22

23

24

No, I am not. In several recent testimonies I have filed before this Commission, I

developed a fair value rate of return ("FVROR") that was to be used in conjunction with a

fair value rate base ("FVRB"). In the present proceeding, AAWC is not requesting a

FVRB that differs from its original cost rate base, thus there is no reason to develop a

FVROR.

25

COMMENTS ON COMPANY TESTIMONY

Q. Have you reviewed the testimony of AAWC witness Berte Villadsen?

A. Yes, I have. Dr: Villadsen is the Company's cost of equity witness.

A.

A.

A.

3 A rating indicating medium grade investment quality.
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1 Q- Please summarize your understanding of Dr. Villadsen's methodologies and

2

3

4

conclusions.

Dr. Villadsen's cost of equity analyses begins with the application of two methodologies

(DCF and Risk-Posi t ioning [CAPM]) which are performed for  two groups of  proxy

uti l i t ies (a group of eight water uti l i t ies and a group of ten HaMal gas local distribution

companies ["LDC"s]). Her ult imate recommendation, however, rel ies primari ly on the

risk-positioning results for the LDC sa1nple.4

5

6

7

8

9

10

11

12

Next, she used her cost of equity estimates for each proxy company, along with the

respective market costs of debt and preferred stock, to calculate each firm's overall cost of

capital ("WTWACC") using the company market value capital structure. Then, she

calculates the samples' average ATWACC and the cost of equity for a capital structure

with 46.9 percent common equity (i.e., common equity ratio of AAWC).

Her conclusion is a cost of equity range of 11.5 percent to 12.5 percent. The request of

A.AWC of 11.75 percent is within this range and at the mid-point.5

13

14

15

16

17

18

19

20

21

22

Q- Do you agree with parts of Dr. Villadsen's analyses?

23

24

Yes, I do. The first step in her cost of equity analyses, as noted above, is the application

of DCF and CAPM (risk-positioning) methods to the two groups of proxy utilities. leave

prepared Schedule 12 to summarize the results of her DCF and CAPM analyses to the

water utility and LDC samples. These DCF and CAPM results all generally fall within a

range of 9 percent to 10 percent, which are consistent wide my cost of equity results.

\

A.

4

5

A.

Page 2, lines 15-25.

Page 3, lines 23-28.
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1 Q-

2

3

4

5

Do you agree with the second step of Dr. Villadsen's cost of equity analyses?

No, I do not. note that her development of WTWACC is a unnecessary step in the cost

of capital development for a utility and is clearly unconventional. I further note that use of

a market value capital structure is inappropriate and inconsistent with several decades of

public utility regulation.

6

7 Q-

8

9 . A .

10

11

12

Why is it improper to employ a market value capital structure, rather than a book

value capital structure, in developing the cost of capital for a utility?

Virtually every regulatory commission in the U.S. uses the book value of utility capital

structures to calculate the total cost of capital for ratemaldng purposes. This is also the

case for this Commission. In addition, A.AWC proposes to use its book value capital

structure to develop its total cost of capital.

13

14

15

16

It is inconsistent to use market value capital structures to develop a cost of eq1ult*y that is to

be applied to a book value capital structure. It also improperly inflates the required cost of

equity for regulated utilities.

17

18 Q. Does Dr. Villadsen's testimony provide any indications that her methodologies

19

20 A.

21

22

produce excessive results?

Yes. Page 46 of her testimony indicates that recent (2002-2008) cost of equity awards of

this Commission have averaged 9.2 percent, with the vast majority being below 10.0

percent. This contrasts sharply with her 11.75 percent recommendation in this proceeding.

23

24 Q. Does this conclude your Direct Testimony?

25

A.

A. Yes, it does.
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Columbia, Florida, Georgia, Hawaii, Illinois, Indiana, Kansas, Kentucky, Maine, Maryland,
Missouri, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, Ohio, Oklahoma, Ontario
(Canada), Pennsylvania, South Carolina, Texas, Utah, Vermont, Virginia, West Virginia,
Washington, Wisconsin, and Yukon Territory (Canada) .

Published articles in law reviews and other periodicals on the theory and purpose of regulation and
odder regulatory subjects.

Clients served include state regulatory agencies in Alaska, Arizona, Delaware, Missouri, North
Carolina, Ontario (Canada), and Virginia, consumer advocates and attorneys general in Alabama,
Arizona, District of Columbia, Florida, Georgia, Hawaii, Illinois, kidiana, Kansas, Kentucky,
Maryland, Nevada, New Mexico, Ohio, Oklahoma, Pennsylvania, South Carolina, Texas, Utah,
Vermont, Virginia, and West Virginia, federal agencies including Defense Communications Agency,
the Department of Energy, Department of the Navy, and General Services Administration, and
various organizations such as Bath Iron Works, Illinois Citizens' Utility Board, Illinois Governor's
Office of Consumer Services, Illinois Small Business Utility Advocate, Wisconsin's Environmental
Decade, Wisconsin's Citizens Utility Board, and Old Dominion Electric Cooperative.
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Insurance Economics -- Conducted analyses of the relationship between the investment income
earned by insurance companies on their portfolios and the premiums charged for insurance.
Analyzed impact o f diversification on Financial strength ofBlue Cross/Blue Shield Plans in Virginia.

Conducted studies of profitability and cost of capital for property/casualty insurance industry.
Evaluated risk of and required return on surplus for vacuous lines of insurance business.

Presented expert testimony before Virginia State Corporation Commission concerning cost of capital
and expected gains Nom investment portfolio. Testified before insurance bureaus of Maine, New
Jersey, North Carolina, Rhode Island, South Carolina and Vermont concerning cost of equity for
insurance companies.

Prepared cost of capital and investment income return analyses for numerous insurance companies
concerning several lines of insurance business. Analyses used by Virginia Bureau oflnsurance for
purposes of setting rates.

Special Studies -- Conducted analyses which evaluated the financial and economic implications of
legislative and administrative changes. Subj act matter of analyses include returnable bottles, retail
beer sales, wine sales regulations, taxi-cab taxation, and bank regulation. Testified before several
Virginia General Assembly subcommittees.

Testified before Virginia ABC Commission concerning economic impact of mixed beverage license.

Clients include Virginia Beer Wholesalers, Wine Institute, Virginia Retail Merchants Association,
and Virginia Taxicab Association. .

Franchise, Merger & Anti-Trust Economics -- Conducted studies on competitive impact on market
structures due to joint ventures, mergers, franchising and odder business restructuring. Analyzed the
costs and benefits to parties involved in mergers. Testified in federal come and before banking and

other regulatory bodies concerning the structure and performance of markets, as well as on the
impact of restrictive practices.

Clients served include Dominion Bankshares, asphalt contractors, and law firms.

Transportation Economics -- Conducted cost of capital studies to assess profitability foil pipelines,
trucks, taxicabs and railroads. Analyses have been presented before the Federal Energy Regulatory
Commission and Alaska Pipeline Commission in rate proceedings. Served as a consultant to the
Rail Services Planning Office on the reorganization of rail services in the U.S.
Economic Loss Analvses -- Testified in federal courts, state courts, and other adjudicative forums
regarding the economic loss sustained through personal and business injury whether due to bodily
harm, discrimination, non-performance, or anticompetitive practices. Testified oneconomic lossto a
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commercial bank resulting from publication of adverse information concerning solvency. Testimony
has been presented on behalf of private individuals and business firms .

MEMBERSHIPS

American Economic Association
Virginia Association of Economists
Richmond Society of Financial Analysts
Financial Analysts Federation
Society of Utility and Regulatory Financial Analysts

Board of Directors 1992-2000
Secretary/Treasurer l994- l998
President 1998-2000

RESEARCH ACTIVITY

Books and Major Research Reports

"Stock Price As An Indicator of Perfolmance," Master of Arts Thesis, Virginia Tech, 1970

"Revision of the Property and Casualty Insurance Ratemaldng Process Under Prior Approval
in the Commonwealth of Virginia," prepared for the Bureau of Insurance of the Virginia
State Corporation Commission, with Charles Schotta and Michael J. Ilea, 197 l

"An analysis of the Virginia Consumer Finance Industry to Determine the Need for
Restructuring the Rate and Size Ceilings on Small Loans in Virginia and the Process by
which They are Governed," prepared for the Virginia Consumer Finance Association, with
Michael J. Ilea, 1973

State Banks and the State Corporation Commission:
Associates, Inc., 1974

A Historical Review, Technical

"A Study of the Implications of the Sale of Wine by the Virginia Department of Alcoholic
BeverageControl",prepared for the Virginia Wine Wholesalers Association, Virginia Retail
Merchants Association, Virginia Food Dealers Association, Virginia Association of Chain
Drugstores, Southland Corporation, and the Wine Institute, 1983 .

"Performance and Diversification of the Blue Cross/Blue Shield Plans in Virginia: An
Operational Review", prepared for the Bureau oflnsurance oldie Virginia State Corporation
Commission, with Michael J. oleo and Alexander F. Skirpan, 1988.

The Cost of Capital - A Practitioners' Guide, Society of Utility and Regulatory Financial
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Analysts, 1997 (previous editions 'm 1991, 1992, 1993, 1994, and 1995).

Papers Presented and Articles Published

"The Differential Effect of Bank Structure on the Transmission of open Market Operations,"
Western Economic Association Meeting, with Charles Schotta, 1971

"The Economic Objectives of Regulation: The Trend 'm Virginia," (with Michael J. Ilea),
William and Marv Law Review, Vol. 14, No. 2, 1973

"EvolutioN of the Virginia Banking Structure, 1962-1974: The Effects of the Buck-Holland
Bill", (with Michael J. Ilea), William and Marv Law Review, Vol. 16, No. 3, 1975

"Banking Structure and Statewide Branching: The Potential for Virginia", William and Maw
Law Review, Vol. 18, No. 1, 1976

"Bank Expansion and Electronic Banking: Virginia Banking Structure Changes Past,
Present, and Future," William and Marv Business Review," Vol. 1, No. 2, 1976

"Electronic Banking - Wave of the Future?" (with James R.  Marchand), Journal of
Management and Business Consulting, Vol. 1, No. 1, 1976

"The Pricing ofElectricity" (with James R. Marchand),Journal ofMana,<zement and Business
Consulting, Vol. 1, No. 2, 1976

"The Public Interest - Bank and Savings and Loan Expansion in Virginia" (with Richard D.
Rogers), Universitv of Richmond Law Review, Vol. 11, No. 3, 1977

"When Is It In the 'Public Interest' to Authorize a New Bank?", University ofRichmond Law
Review, Vol. 13, No. 3, 1979

"Banking Deregulation and Its Implications on the Virginia Banking Structure," William and
Marv Business Review, Vol. 5, No. 1, 1983

"The Impact of Reciprocal Interstate Banking Statutes on The Performance ofVirginiaBank
Stocks", with William B. Harrison, Virginia Social Science Journal, Vol. 23, 1988

"The Financial Performance of New Banks in Virginia", Virginia Social Science Journal,
Vol. 24, 1989

"Identifying and Managing Community Bank Performance After Deregulation", with
William B. Harrison, Journal of Mana2eria1 Issues, Vol. II, No. 2, Summer 1990



\.

Attachment 1
Page 6 of 6

"The Flotation Cost Adjustment To Utility Cost of Common Equity -Theory, Measurement
and Implementation," presented at Twenty-Fifth Financial Forum, National Society o f Rate
of Return Analysts, Philadelphia, Pennsylvania, April 28, 1993 .

Biography of Myon Edison Bristow,Dictionary of Virginia Biogiraphv. Volume 2, 2001 .
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Exhibit (DCP-1 )
Schedule 1

ARIZONA-AMERICAN WATER COMPANY
TOTAL COST OF CAPITAL

Item Amount Percent Cost Weighted Cost

Short-Term Debt 10.98% 0.59%

Long-Term Debt 47.40%

5.357%

5.463% 2.59%

Common Equity

$43,811 ,094.00

$189,208,140.00

$166,123,326.00 41 .62% 9.50% 10.50% 3.95% 4.37%

Total $399,142,560.00 100.00% 7.13% 7.55%

Mid-Point 7.34%
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

1975- 1982Cycle

1975
1976
1977
1978
1979
1980
1981
1982

-1 .1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2.1%

-8.9%
10.8%
5.9%
5.7%
4.4%
-1 .9%
1.9%
-4.4%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

1983 D 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 6.8%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1 %
3.1 %

0.5%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.5%
3.7%
0.8%

1992 _ 20o1 Cycle
3.1% 7.5%
3.3% 6.9%
5.4% 6.1 %
4.8% 5.6%
4.3% 5.4%
7.2% 4.9%
5.9% 4.5%
4.3% 4.2%
4.2% 4.0%
-3.4% 4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.8%

1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
-1.6%

Current Cycle
2002
2003
2004
2005
2006
2007

1.5%
2.5%
3.6%
2.9%
2.8%
2.0%

-0.1%
1.2%
2.5%
3.3%
2.2%
1.7%

5.8%
6.0%
5.5%
5.1%
4.6%
4.6%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1 %

1.2%
4.0%
4.2%
5.4%
1.1 %
6.2%

*GDP=Gross Domestic Product

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

I I

20o2
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-1 .2%
0.8%
1 .4%

5.6%
5.9%
5.8%
5.9%

2.8%
0.9%
2.4%
1 .6%

4.4%
-2.0%
1 .2%
0.4%

20D3
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 .2%
3.5%
7.5%
2.7%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1 %
5.9%

4.8%
0.0%
3.2%
-0.3%

5.6%
-0.5%
3.2%
2.8%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
3.5%
3.6%
2.5%

2.8%
4.9%
4.6%
4.3%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

5.2%
4.4%
0.8%
7.2%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
2.6%
3.8%
1 .3%

3.8%
3.0%
2.7%
2.9%

5.3%
5.1 %
5.0%
4.9%

4.4%
1 .6%
8.8%
-2.0%

5.6%
-0.4%
14.0%
4.0%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

4.8%
2.7%
0.8%
1.5%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
4.7%
4.5%

4.8%
4.8%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.6%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

0.1%
4.8%
4.8%
-0.2%

2.5%
1 .6%
1.8%
2.2%

4.5%
4.5%
4.6%
4.8%

4.8%
5.2%
1 .2%
6.4%

6.4%
6.8%
1 .2%

10.8%
.

2008
1st Qtr.
2nd Qtr.
3rd Qtr.

0.9%
2.8%
-0.3%

1.8%
0.3%
-2.1%

4.9%
5.3%
6.0%

2.8%
7.6%
2.8%

9.6%
14.0%
-0.4%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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INTEREST RATES

Prime
US Treas

T Bills
3 Month

US Treas
T Bonds
10 Year

Utility
Bonds

Utility
Bonds

Utility
Bonds

Utility
Bonds

7.86%
6.84%

5.84%
4.99% 8.92%

1979
1980

10.22%
13.00%
15.30%
14.79%

10.09%
929%
8.81%

%
10.49%
13.34%
15.95%
15.85%

10.96%
9.82%
9.06%

ah
10.96%
13.95%
16.60%
16.45%t 982

12.67%
15.27%
18.89%
14.85%

10.04%
11.51 %
14.03%
10.69%

1975 - 1982 Cycle
7.99% 9.03%
7.51 % 8.63%
7.42% 8.19%
8.41 % M
9.44% 9.86%
11 .469 12.30%
13.93% 14.6443
13.00% 14.22%

1983
1984 9.58%

%
5.98%
5.82%
6.69%

12.83%
13.66%
12.08%
9.30%

M
10.28%
9.56%1989

10.79%
12.04%
9.93%
8.33%
8.21 %
9.32%
10.87%
10.01%
8.46% 5.42%

1983 - 1991 Cycle
11.10% 12.52%
12.44% 12.72%
10.62% 11.88%
7.68%
8.39%
8.85%
8.49%

M
7.86%

9.52%
10.05%
9.32%
9.45%
8.85% 9.09%

13.66%
14.039
12.47%
9.58%
10.10%
10.49%

M
9.86%
9.36%

14.20%
14.53%
12.969
10.00%
10.53%
11.00%

*
10.06%

%

3.45%
m,

4.29%

% 8.69%

8.21 %
%

5.02%
5.07%
4.81 %

7.54%

8.31 %
7.89%
7.75%
7.60%
7.04%

7.91 %
M

8.29%
v,

7.95%
7.26%

%

6.25%
v,

7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91%

5.85%

1992 l 2001 Cycle
7.01 % 8.19%
5.87% as
7.09% 8.07%
6.57% %
6.44% 7.48%
6.35% 7.43%
5.26% 6.77%
5.55% 7.21 %
6_03% 7.88%

% 7.47%
8.24%
7.78% 8.02%

Current Cycle
1.62%
1.02%

4.61 %
4.01 %
427°/c

m 7.19%
6.40%
6.04%

4.12%
4.34°/<
6.19%

4.63%
5.84%
5.94%

7.37%
m,
m,

5.65%
6.07%
6.07%

8.02%
m,

6.40%
5.93%
6.32%
6.33%

[1] Note: Moody's has not published Aaa utility bond yields since 2001

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin: various issues
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INTEREST RATES

Year
Prim:
Rats

us Treas
T Bins

3 Month

US Treas
T Bonds
10 Year

Utiilty
Bonds
A s m

Utility
Bands

Al

utuiry
Bonds

A .

WW
Bonds
Bal

2003
Jan
Feb
Mar

APP'
May
June
Judy

Aug
SHE*
O f
Nov
Neo

4.25%
415%
4.25%
4.25%
4.25%
4.00%
4.00%
4.80%
4.G0%
4.00%
4.00%
4.08%

1 . 17%
1 . 16%
1 . 13%
1114%
1.08%
0.95%
0.90%
036%
0.95%
0.93%
0.94%
0.50%

4.05%
3.90%
3.51%
3. 96%
3,9%
3. 33%
3.95%
4.45%
4.27%
4.29%
430%
4.27%

[11 6.87%
8.66%
6.56%
5.47%
8.20%
8.12%
6.37%
6.48%
8.30%
8.28%
6.28%
8.18%

7.86%
6.93%
6.79%
5.54%
B.35%
8.21%
5.57%
6.78%
6.56%
6.43%
s.a7%
6.27%

7.47%
7. 17%
7.05%
6.54%
5.47%
6.30%
6.67%
7.08%
6.87%
5.79%
6.69%
s.e1 %

2004
Jan
Feb
Mar

APt
May
June
Judy

Aus
5€P1
C d
Nov
DID

4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.25%
4.50%
4. 75%
475%
5.00%
5.25%

0.88%
0.92%
0.94%
0.94%
1 .0498
127%
1.35%
1.-:ass
1 .B5%
1 .75%
206%
2.20%

4.15%
4.08%
3. 83%
4.35%
4. 72%
4.73%
4.50%
4.25%
4. 13%
4.1 av.
4.19%
4.23%

6.05%
6.10%
5.93%
6.33%
5.56%
6.30%
ensues
5.95%
5.79%
5.74%
5.79%
5.78%

e. 15%
s. 15%
5.97%
8.35%
5.52%
64694
6.27%
8.14%
s. 98%
5.94%
5.97%
5.92%

8.47%
6.28%
6. 12%
8.45%
8.75%
6.84%
6.57%
5.45%
8.27%
6.17%
5.15%
e.10%

zoos
Jan
per
Mar

APt
Mir
Julo

J W
Aw
SHE'
O f
Nov
DBL

525%
5.50%
5,75%
5.75%
5.00%
6.25%
3.25%
e.5o%
5.75%
8_75*
7.00%
7.25%

232%
z.5:s~n
275%
2.79%
2.86%
2.99%
3.22%
3.45%
3.47%
3.70%
3.50%
3.89%

4.22%
4 17%
4.50%
4.34%
4.14%
4.00%
4.18%
4.25%
4.20%
4.45%
4.54%
4.47%

5.68ss
5.55%
5.75%
s. 56%
5.39%
5.05%
5. 18%
5.23%
5.27%
5.50%
5559*
5.55%

5.78%
5.51%
5.83%
5.64%
5.53%
5.40%
s. 51 as
5.50%
5.52%
5.79%
5.aess
5.80%

5.95%
5.76%
5.01%
5.95%
5.88%
5.70%
5.81%
5.80%
5.83%
6.08%
6.19%
6.14%

zoos

Jan
Feb
Mir

Apr
mf-v
Juno

JUIY
M Y
gem
O f
Nov
D46

7.50%
7. 50%
7.75%
1. 75%
B.DOYI
8.25%
8_25*
8.25*
8.8%
8.25%
8.25%
8.25%

4,2096
4.41%
4.51%
4.55%
4.72%
4.79%
4.96%
4.98%
4.a2es
4.a9~v.
4.95%
4.85%

4.42%
4.57%
4,7294
4.99%
5. 11%
5. 11%
5.o9%
4.88%
4.72%
4.73v.
4.80%
4.58%

5.58%
s. 55%
5.71%
8.02%
6.16%
a. 16%
6. 13*
5.97%
5.81%
5.80%
5.61 as
5.62%

5.75%
5.82%
s.sav.
8.29%
6.42%
6.40%
6.37%
6.20%
6.00%
5.98%
5.80%
5.81%

6.06%
6.11%
6.26%
8.54%
8.59%
8.81%
e.e1 %
8.43%
8.25%
8.24%
6.04%
8.05%

2007
Jan
Feb
Mar

Apr
may
June

Juvv
A49
SUP!
O f
Nov
Dec

B.25%
8.25%
8.25%
a.2sss
8.25%
3.25%
a.25v.
5.25%
7.75%
7.50%
7.50%
7.25%

4.98%
5.02%
4.97%
4.88%
a m
4.63%
4.84%
4.34%
4.01%
3.97%
3.49%
3.08%

4 . 7 S*
4.72%
4.58%
4.69%
4.75%
5.10%
5.00%
4.B7%
4.52%
4.53%
4. 15%
4. 10%

5.78%
s.73%
5.66%
5. 83%
5. as
s. 18%
e. 11%
e. 11%
8.10%
8.04%
5.87%
6.08%

5.98%
5.90%
5.85%
5.97%
5.99%
8.38%
6.25%
6.24%
8.18%
e. 11%
5.57%
6. 18%

B. 18%
5.10%
8.10%
8.24%
6.23%
6.54%
6.49%
6.51%
6.45%
6.35%
8.27%
5.51%

2008
Jan
Feb
Mar

Apr
May
June

_My
A49
SUP!
O f
Nov

B.00%
8.00%
5 1 5 %
5.00%
5.00%
5.G0%
5.00%
5.00%
5.00%
4.00%
4.00%

1 8 6 %
2.21%
1.38%
1.32%
1.71%
1.90%
1.7zss
1.79%
1.46%
0.84%

3 7 4 %
3.74%
3.51%
3.58%
3.88%
4. 10%
4.01%
3. 89%
3.89%
3.81%

5.87%
6.04%
5.99%
5.99%
e. 07%
8.19%
5.13%
8.09%
B. 13%
6. 95%
5.ea%

6.02%
6.21 %
6.21%
6.29%
8.27%
6.3B*
5.40%
6.37%
8.49%
7.56%
1 5 0 %

5.35%
6.60%
8.88%
6.82%
5.79%
6.93%
6.97%
e. 98%
7. 15%
8.58%
B. 98%

[1] Note: Maodys has not published Aaa utility bond yields since 2oo1.

Sources: Council of Economic Advisors, Economic Indicators, Moodys Bond Record, Federal
Reserver Bulletin, various.issues.
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STOCK PRICE INDICATORS

Year
S&P NASDAQ

Composite [1] Composite [1] DJIA
S&P
DIP

S&P
ElP

1975 - 1982 Cycle
1975
1976
1977
1978
1979
1980
1981
1982

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81%

9.15%
8.90%

10.79%
12.03%
13.46%
12.66%
11.96%
11.60%

1983 _ 1991 Cycle
1983
1984
1985
1986
1987
1988
1989
1990
1991

[1]
322.84
334.59
376.18

[1]

491.69

1,190.34
1 ,178.48
1,328.23
1 ,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41%
6.47%
4.79%

1992 - 2001 Cycle
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

$415.74
$451 .21
$460.42
541 .72
670.50
873.43

1,085.50
1,327.33
1 ,427.22
1 ,194.18

$599.28
715.16
751 .65
925.19

1,164.96
1,469.49
1,794.91
2,728.15
3,783.67
2,035.00

3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441.15
8,625.52

10,464.88
10,734.90
10,189.13

2.99%
2.78%
2.82%
2.56%
2.19%
1.77%
1 .49%
1 .25%
1.15%
1.32%

4.22%
4.46%
5.83%
6_09%
5.24%
4.57%
3.46%
3.17%
3.63%
2.95%

Current Cycle
2002
2003
2004
2005
2006
2007

993.94
985.23

1 ,130.65
1,207.23
1,310.46
1,477.19

1 ,539.73
1 ,647.17
1,988.53
2,099.32
2,263.41
2,578.47

9,226.43
8,993.59

10,317.39
10,547.67
11 ,408.e7
13,169.98

1.61 %
1 .77%
1 .72%
1 .83%
1.87%
1 .86%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%

[1] Note: this source did not publish the S&P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

YEAR
S&P

Composite
NASDAQ

Composite DJIA
S&P
D/P

S&P
EIP

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,131.56
1,068.45
894.65
887.91

1,879.85
1,641.53
1,308.17
1,346.07

10,105.27
9,912.70
8,487.59
8,400.17

139%
1 .49%
1 .76%
1.79%

2.15%
2.70%
3.68%
3.14%

2003
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

860.03
938.00

1,000.50
1,056.42

1,350.44
1,521.92
1,755.96
1,934.71

8,122.83
8,684.52
9,310.57
9,856.44

1.89%
1.75%
1.74%
1.69%

3.57%
3.55%
3.87%
4.38%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,133.29
1,122.87
1,104.15
1,152.07

2,041.95
1,984.13
1,872.90
2,050.22

10,488.43
10,289.04
10,129.85
10,362.25

1.64%
1.71%
1.79%
1.75%

4.62%
4.92%
5.18%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,191.98
1,181.65
1,225.91
1,262.07

2,056.01
2,012.24
2,144.61
2,246.09

10,648.48
10,382.35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.86%

5.11 %
5.32%
5.42%
5.60%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,283.04
1,281 .77
1,288.40
1,389.48

2,287.97
2,240.46
2,141 .97
2,390.26

10,996.04
11,188.84
111274.49
12,175.30

1.85%
1.90%
1.91%
1.81%

5.61%
5.86%
5.88%
5.75%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,425.30
1,496.43
1,490.81
1,494.09

2,444.85
2,552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488.43
13,502.95

1.84%
1.82%
1.86%
1.91%

5.85%
5.65%
5.15%
4.51 %

2008
1st Qtr.
2nd Qtr.
3rd Qtr.

1,350.19
1,371 .65
1,251 .94

2,332.91
2,426.26
2,290.87

12,383.86
12,508.59
11,322.40

2.11%
2.10%
2.29%

4.55%
4.01 %

[1] Note: this source did not publish the S&P Composite prior to 1988 and the nAsoA<
Composite prior to 1991.

Source: Council of Economic Advisors, Economic Indicators, various issues.
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AMERICAN WATER WORKS
CAPITAL STRUCTURE RATios

2006 - 2008

YEAR
COMMON
EQUITY

PREFERRED
STOCK

LCNG-TERM
DEBT

SHORT-TERM
DEBT

2006 $3,817,397
39.4%
43.9%

$1 ,779,043
18.3%
20.5%

$3,096,404
at .9%
35.6%

$1,007,128
10.4%

2007 $4,542,046
47.5%
49.1%

$28,864
0.3%
0.3%

$4,674,837
48.9%
50.6%

$316,969
3.3%

Sept. 30, 2008 $4,162,357
44.8%
47.0%

$28,774 $4,669,502
50.3%
52.7%

$423,021
4.6%

Source: American Water Capital Corp. Prospectus for Senior Notes dated November 21, 2008.
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PROXY WATER UTILITIES
COMMON EQUITY RATIOS

COMPANY 2003 2004 2005 2006 2007

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

43%
44%
46%
51%

48%
45%
51%
63%

47%
44%
51%
53%

50%
38%
55%
55%

50%
43%
57%
52%

Average 46% 52% 49% 50% 51%

AUS Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
37%
46%
52%
41%
54%
51%
50%

48%
45%
36%
51%
53%
46%
56%
63%
48%

47%
44%
38%
51%
55%
42%
57%
53%
46%

50%
38%
38%
55%
54%
49%
56%
56%
51 %

50%
43%
48%
57%
50%
48%
52%
52%
48%

Average 45% 50% 48% 50% 50%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
46%
52%
41%
54%
51%
50%

48%
45%
51%
53%
46%
56%
63%
48%

47%
44%
51%
55%
42%
57%
53%
46%

50%
38%
55%
54%
49%
56%
56%
51%

50%
43%
57%
50%
48%
52%
52%
48%

Average 48% 51% 49% 51% 50%
.Q

Source: AUS Utilitly Reports.
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PROXY WATER UTILITIES
DIVIDEND YIELD

COMPANY DPS
September - November. 2008
HIGH LOW AVERAGE YIELD

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

$1.00
$0.54
$1.17
$0.24

$41.20
$19.14
$42.50
$13.40

$27.00
$12.20
$27.68
$3.81

$34.10
$15.67
$35.09
$8.61

2.9%
3.4%
3.3%
2.8%

Average 3.1%

AUS utility Reports Group

American States Water Co,
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1 .00
$0.54
$0.71
$1 .17
$0.89
$0.71
$0.64
$0.24
$0.48

$41.20
$19.14
$17.53
$42.50
$28.95
$17.95
$30.42
$13.40
$14.66

$27.00
$12.20
$13.00
$27.68
$19.26
$12.05
$20.05
$3.81

$10.25

$34.10
$15.67
$15.27
$35.09
$24.11
$15.00
$25.24
$8.61

$12.46

2.9%
3.4%
4.7%
3.3%
3.7%
4.7%
2.6%
2.8%
3.9%

Average 3.6%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$1.17
$0.89
$0.71
$0.64
$0.24
$0.48

$41.20
$19.14
$42.50
$28.95
$17.95
$30.42
$13.40
$14.66

$27.00
$12.20
$27.68
$19.26
$12.05
$20.05
$3.81
$10.25

$34.10
$15.67
$35.09
$24.11
$15.00
$25.24
$8.61

$12.46

2.9%
3.4%
3.3%
3.7%
4.7%
2.6%
2.8%
3.9%

Average 3.4%

Source: Yahoo! Finance.
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American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

Vil\adsen Water Sample

Average

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

Average

AUS UtllityReport.s Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

Average

Value Line Water Group

4

COMPANY

-0.7%
4.8%
0.7%
3.0%
-0.5%
4.5%
6.5%
2.5%

-0.7%
4.8%
1.5%
0.7%
3.0%
-0.5%
4.5%
6.5%
2.5%

-0.7%
4.8%
0.7%
6.5%

2003

1.2%
4.8%
2.2%
3.1%
0.8%
4.7%
1.5%
2.5%

1.2%
4.B%
2.0%
2.2%
3.1 %
0.8%
4.7%
1.5%
2.5%

1.2%
4.8%
2.2%
1.5%

2004

PROXY WATER UTILITIES
RETENTION GROWTH RATES

3.3%
5.0%
2.1 %
0.6%
0.5%
8.1 %
2.2%
3.0%

3.3%
5.0%
2.8%
2.1 %
0.5%
0.5%
5.1 %
2.2%
3.0%

3.3%
5.0%
2.1 %
2.2%

2005

2.6%
4.1%
1.1 %
-0.4%
1.5%
9.5%
2.7%
2.4%

2.6%
4.1 %
4.0%
1.1 %
-0.4%
1.5%
9.5%
2.7%
2.4%

2.5%
4.1%
1.1%
2.7%

2006

3.8%
3.2%
1.1%
1.6%
1.8%
3.4%
-1 .3%
1.5%

3.8%
3.2%
2.4%
1.1 %
1.6%
1.8%
3.4%
-1 .3%
1.5%

3.8%
3.2%
1.1 %
-1 .3%

2007 Average

2.G%

2.0%
4.4%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

2.0%
4.4%
2.5%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

2.6%

2.5%

2.0%
4.4%
1 .4%
2.3%

4.5%
3.0%
2.5%

0.5%

2.5%

0.5%

4.5%
3.0%

4.5%
3.0%
2.5%
0.5%

2008

Exhibit (DCP-1 )
Schedule 5
Page 2 of 4

5.5%
3.5%
4.0%

4.0%

1.5%

5.5%
3.5%

1.5%

5.5%
3.5%
4.0%
1.5%

2009

4.5%

'11-'13

4.5%

7.5%
4.0%
5.5%

7.5%
4.0%

5.5%

7.5%
4.0%
5.5%
4.5%

Average

2.2%

5.8%
3.5%
4.0%

4.4%

2.2%

4.0%

3.9%

5.8%
3.5%

5.8%
3.5%
4.9%
2.2%

3.9%

- ---..-.4

Source: AUS Utility Reports and Value Line Investment Survey.
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I

PROXY WATER UTILITIES
PER SHARE GROWTH RATES

COMPANY
5-Year Historic Growth Rates

EPS DPS BVPS Average
Est'd '05-'07 to '11-'13 Growth Rates

EPS DPS BVPS Average

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3.9%
5.6%
3.7%
-4.5%

2.0%
8.5%
0.7%
8.9%

4.5%
10.9%
7.1 %
7.0%

3.5%
8.3%
3.8%
3.8%

11.0%
7.5%
10.0%
9.5%

5.0%
5.5%
2.0%
6.0%

2.5%
5.5%
4.0%
1.0%

6.2%
6.2%
5.3%
5.5%

Average 4.9% 5.8%
I p -I-p

AUS Utility Reports Group

11.0%
7.5%

5.0%
5.5%

2.5%
5.5%

6.2%
6.2%

10.0% 2.0% 4.0% 5.3%

American States Water CO.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.5%
3.4%
3.7%
-0.4%
3.5%
5.9%
-4.5%
7.3%

2.0%
8.5%
5.3%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

4.5%
10.9%
7.0%
7. 1 %
3.6%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
5.2%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

9.5% 6.0% 1.0% 5.5%

Average 4.9% 5.8%

Villadsen Water Sample

11.0%
7.5%
10.0%

5.0%
5.5%
2.0%

2.5%
5.5%
4.0%

6.2%
6.2%
5;3%

American States Water Co.
Aqua America, Inc.
California Water Service Group
.Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.6%
3.7%
~O.4%
3.6%
5.9%
-4.5%
7.3%

2.0%
8.5%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

4.5%
10.9%
7.1%
3.8%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

9.5% 6.0% 1.0% 5.5%

Average 4.9% 5.8%
l-un Inu-u1-l

Source: AUS utility Reports and Value Line Investment Survey.
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Composite~Median

Composite-Mean

Median

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest! Water Co.
York Water Company

Mean

Vllladsen Water Sample

Composite~Median

ComposiieMean

Median

Mean

American States Water Co.
Aqua America, Inc,
Artesian Resources Corp,
California Waler Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

AUS Utility Reports Group

Composite-Median

Composite-Mean

Median

Mean

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

Value Line Water Group

i

COMPANY
ADJUSTED

YIELD

3.5%

3.5%

3.0%
3.5%
3.4%
3.8%
4.8%
2.6%
2.8%
4.0%

3.5%

3.0%
3.5%
4.8%
3.4%
3.8%
4.8%
2.6%
2.8%
4.0%

3.7%

3.2%

3.2%

3.0%
3.5%
3.4%
2.8%

.HlsToRlc
RETENTION

GROWTH

5.7%

6.1%

2.2%

2.6%

2.0%
4.4%
1.4%
1.5%
0.8%
5.8%
2.3%
2.4%

5.9%

2.3%

6.2%

2.8%

2.0%
4.4%
2.5%
1 .4%
1 .8%
0.B%
5.6%
2.3%
2.4%

5.4%

5.7%

2.2%

2.5%

2.0%
4.4%
1 .4%
2.3%

PROXY WATER UTILITIES
DCF cosT RATES

PROSPECTIVE
RETENTION

GROWI"H

7.5%

8.0%

4.0%

4.4%

5.B%
3.5%
4.0%

7.3%

7.5%

3.8%

3.9%

2.2%

4.0%

5.5%
3.5%

7.0%

7.1%

3.8%

3.9%

5,sv.
3.5%
4.0%
2.2%

HISTORIC
PER SHARE

GROW TH

7.4%

8.4%

4_9%

3.9%

3.5%
8.3%
3.8%
1.5%
3.9%
5.9%
3.8%
7.6%

7.5%

8.6%

3.9%

4.9%

3.5%
8.3%
5.2%
3.8%
1 .5'%
3.9%
8.9%
3.8%
7 5 %

7.0%

8.1%

3.8%

4.9%

3.5%
8.3%
3.8%
3.8%

PROSPECTIVE FIRST CALL
PER SHARE EPS

GROWTH GROWTH

9.6%

9.4%

6.2%

5.9%

6.2%
6.2%
5.3%

9.4%

9.4%

5.8%

5.8%

5.5%

5.3%

6.2%
6.2%

9.0%

9.0%

5.8%

5.8%

5.2%
8.2%
5.3%
5.5%

Exhibit (DCP-1)
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11.5'/a

11.6%

4.0%
7.0%
8.0%

15.0%
8.0%

10.0%
5.0%
8.0%

8.0%

11.5%

8.1%

11.4%

4.0%
7.0%
5.0%
8.0%

15.0%
8.0%

10.0%
5.0%
8.0%

8.0%

7.8%

9.2%

9.2%

6.0%

6.0%

4.0%
7.0%
8.0%
5.D%

AVERAGE
GROWTH

8.7%

B.8%

5.2%

5.3%

4.3%
5.9%
4 5 %
6.0%
4.2%
7.5%
3.7%
6.0%

8.1%

8.8%

4.5%

5.2%

4.3%
5.9%
4.2%
4 5 %
6.0%
4.2%
7.5%
3.8%
6.0%

7.6%

7.8%

4.4%

4.6%

4.3%
5.9%
4.5%
3.8%

7.8%
9.4%
7.9%
9.B%
9.1 %
10.2%
5.5%
10.0%

9.2%

8.8%

7.3%
9.4%
9.0%
7.9%
9.8%
9.1 %

10.2%
6.6%
10.0%

9.1%

8.8%

DCF
RATES

7.6v.

7.8%

7.3%
9.4%
7.9%
6.6%

Note: negative average growth rates excluded from above DCF analyses.
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STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE
20-YEAR
T-BOND

RISK
PREMIUM

$1 ,977.00
$1 ,978.00
$1 ,979.00
$1 ,980.00
$1 ,981 .00
$1 ,982.00
$1 ,983.00
$1 ,984.00
$1 ,985.00
$1 ,986.00
$1 ,987.00
$1 ,988.00
$1 ,989.00
$1 ,990.00
$1 ,991 .00
$1 ,992.00
$1 ,993.00
$1 ,994.00
$1 ,995.00
$1 ,996.00
$1 ,997.00
$1 ,998.00
$1 ,999.00
$2,000.00
$2,001 .00
$2,002.00
$2,003.00
$2,004.00
$2,005.00
$2,006.00
$2,007.00

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.67
$21 .73
$16.29
$19.09
$21 .89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$58.55
$69.93
$81 .51
$66.17

$79.07
$85.35
$94.27

$102.48
$109.43
$112.48
$116.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.08
$215.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$387.17
$414.75
$453.08
$504.39
$529.59

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11 .49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
16.62%
17.11 %
16.33%
14.52%
17.29%
15.22%
7.43%
8.36%

14.15%
14.98%
16.12%
17.03%
12.80%

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11 .74%
11 .25%
8.98%
7.92%
8.97%
8.81 %
8.19%
8.22%
7.28%
7.17%
6.59%
7.80%
8.18%
8.84%
5.83%
5.57%
8.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.88%
4.88%

7.10%
7.69%
5.09%
2.95%
-2.11%
1 .85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
6.28%
2.23%
5.11%
6.07%
9.78%
9.02%

10.93%
9.69%
8.79%

11 .72%
9.72%
1 .90%
2.77%
9.35%
9.96%

11 .43%
12.35%
7.94%

Average 14.09% 7.69% 5.45%

Sources: Standard 8. Poor's Analysts' Handbook and Morningstar 2008 Yearbook.
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Exhibit (DCP-1)
Schedule 7

PROXY WATER UTILITIES
CAPM cosT RATES

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

4.35%
435%
4.35%
4.35%

0.95
1.00
1.10
1.05

5.90%
5.90%
5.90%
5.90%

10.0%
10.3%
10.8%
10.5%

Mean 10.4%

Median 10.4%

AUS Utility Reports Group

0.95
1.00

10.0%
10.3%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

4.35%
4.35%
4.35%
4.35%
4.35%
4.35%
4.35%
4.35%
4.35%

1.10
0.80
0.90
1.15
1.05
0.50

5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%
5.90%

10.8%
9.1%
9.7%
11.1%
10.5%
7.3%

Mean 9.8%

Median 10.1%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

4.35%
4.35%
4.35%
4.35%
4.35%
4.35%
4.35%
4.35%

0.95
1.00
1.10
0.80
0.90
1.15
1.05
0.50

5.90%
5.90%
5.90%
5.90%
5.90%
5,90%
5.90%
5.90%

10.0%
10.3%
10.8%
9.1%
9.7%

11.1°/o
10.5%
7.3%

Mean 9.8%

Median 10.1%

Sources: Value Line Investment Survey, Standard a Pool"s Analysts' Handbook, Morningstar
2008 Yearbook.
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Exhibit (Dcp-1)
Schedule 9

STANDARD & POOR'S 500 COMPOSITE
RETURNS AND MARKET-TO-BOOK RATIOS

1992 _ 2007

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2% 272%

1994 16.4% 246%

1995 16.6°/o 264%

1996 17.1% 299%

1997 16.3% 354%

M 14.6% 421%

www# 17.3% 481%

###=### 16.2% 453%

#inn-mv# 7.5% 353%

##### 8.4% 296%

##m¢## 14.2% 278%

#mwn¢# 15.0% 291%

w # 16.1% 278%

#n4l#h# o 17.0% 277%

444444444 12.8% 284%

Averages:

1992-2001 14.7% 341%

2003-2007 15.0% 282%

Source: Standard 8¢ Poor's Analyst's Handbook, 2008 edition, page 1



Exhibit (DCP-1)
Schedule 10
Page 1 of 2

RISK INDICATORS

VALUE LINE
GROUP

VALUE LINE
SAFETY

VALUE LINE
FIN STR STK RANK

S & P's 500
Composite B+

Value Line Water Group

AUS Utility Reports Group

Villadsen Water Sample

Sources: Value Line Investment Survey, Standard 8¢ Poor's Stock Guide

incitions

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market

Financial strengths range from C to A++, with the latter representing the highest level

Common stock rankings range from D to A+, with the later representing the highest level
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Exhibit (DCP-1)
Schedule 10
Page 2 of 2

RISK INDICATORS

COMPANY
VALUE LINE

SAFErY
VALUE LINE

BETA

VALUE LINE
FINANCIAL
STRENGTH

so P
STOCK

RANKING

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3
3
3
3

0.95
1.00
1.10
1.05

B++
B+

B++
B

3.67
3.33
3.67
3.00

B+
A
B+
B+

3.33
4.00
3.33
3.33

Average 3.0 1.03 B+ 3.42 B+/A- 3.50

AUS Utility Reports Group

3
3

0.95
1.00

B++
B+

3.67
3.33

B+
A

3.33
4.00

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3
2
3
3
3
3

1.10
0.80
0.90
1.15
1.05
0.50

B++
B+
B+
B+
B
B+

3.67
3.33
3.33
3.33
3.00
3.33

B+
A.
B+
A.
B+

3.33
3.67
3.33
3.67
3.33

Average 2.9 0.93 B+ 3.37 B+/A. 3.52

-u --1

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.0
3.0
3.0
2.0
3.0
3.0
3.0
3.0

0.95
1.00
1.10
0.80
0.90
1.15
1.05
0.50

B++
B+

B++
B+
B+
B+
B

B+

3.67
3.33
3.67
3.33
3.33
3.33
3.00
3.33

B+
A

B+
A_
B+
A-
B+

3.33
4.00
3.33
3.67
3.33
3.67
3.33

Average 2.9 0.93 B+ 3.37 B+/A- 3.52
an-l-u--l

Sources: Standard & Poor's Stock Guide and Value Line Investment Survey.

uunu

i n



Exhibit (DCP-1 )
Schedule 11

ARIZONA-AMERICAN WATER COMPANY
PRE-TAX COVERAGE

ITEM PERCENT
COST
RATE

WEIGHTED
cosT

PRE-TAX
COST

Short-Term Debt 10.98% 5.37% 0.59% 0.59%

Long-Term Debt 47.40% 5.46% 2.59% 2.59%

Common Equity 41 .62% 10.000% 4.16% 6.94% (1)

TOTAL CAPITAL 100.00% 7.34% 10.12%

(1) Post-tax weighted cost divided by .60 (composite tax factor)

Pre-tax coverage = 10.12%/(0.59% + 2.59%)
3.18 x

Standard & Poor's Utility Benchmark Ratios:

A BBB

Pre-tax coverage (X)
Business Position:

3 2.8x - 3.4x 1.8x - 2.8x

Total Debt to Total Capital (%)
Business Position

3 50% in 55% 55% - 65%

Note: Standard 8< Poor's no longer employs the pre-tax coverage
ratios as one of its qualitative ratings Criteria. The above-cited

S&P benchmark ratios reflect the 1999 criteria reported by S&P.
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Exhibit (DCP-1 )
Schedule 12

SUMMARY OF DISCOUNTED CASH FLOW AND CAPITAL ASSET PRICING MODEL RESULTS
AS DEVELOPED IN ARIZONA-AMERICAN WATER COMPANY WITNESS WLLADSEN'S TESTIMONY

Group Company
Simple Multi-Stage Short-Tem Risk-Free Rate

DCF Results DCF Results CAPM Results ECAPM Results ECAPM Results ECAPM Results

. _ . _ H9'Z°). r e re%)

Lonq-Term Risk~Free Rate
CAPM Results ECAPM Results ECAPM Results

. . . .40.5m . (1.594)

Water Sample

American States Water Co.
Aqua America, Inc.
Califcmia Water Service Group
Ccmectimt Water Sewioe, Inc;
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

9.0%
13.1%
12.1%
4.8%
4.7%
12.4%
15.6%
3.8%

B. 1 %
8.6%
9.2%
7.8%
7.9%
7.9%
8.5%
7.3%

10.6%
9.5%
12.1%
9.2%
9.6%

11.6%
10.6%
5.8%

10.5%
9.7%
12.0%
9.3%
9.7%
11.5%
10.5%
5.1%

10.7%
9.9%
11.8%
9.5%
9.9%
11.4%
10.7%
6.9%

10.0%
a.a%

11.8%
8.2%
8.8%

11 .2%
10,D%
4.0%

10.0%
8.9%
11.5%
8.4%
8.9%
11.0%
10.0%
4.8%

10.0%
9.1%

11.4%
B.7%
.9.1%
10.9%
109%
5.5%

10.1%
9.3%
11.2%
5.9%
9.3%
10.8%
10.1%
6.3%

Mean 9.4% 8.2% 9.9% 9.9% 10.1% 9.1% 9.2% 9.3% 9.5%

Medan 10.6% 8.0% 101% 10.2% 10.3% 94% 9.5% 9.6% 9.7%

Gas LDC Sample

AGL Resources
Athos Energy
Nieor
LsdedeGrojp
New JerseyResources
Norhwsst NaturalGas
Piedmont Natural Gas
South Jersey Industries
SouthwestGas
WGL Resources

9.9%
10.1%
8.5%
7.7%
8.1%
8.4%
9.1%
10.4%
5.4%
7.9%

9.5%
9. B%
9.3%
9.0%
8.3%
82%
9.0%
8.5%
B.1%
8.9%

9.2%
9.2%
105%
10.1%
9 1 %
9.5%
9.2%
9.2%
9.5%
9.2%

9.3%
9.3%
10.5%
10.2%
9.3%
9.7%
9.3%
9.3%
9.7%
9.3%

9.5%
9.5%
10.7%
10.3%
9.5%
9.9%
9.5%
9.5%
9.9%
9.5%

8.2%
8.2%
10.0%
94%
B2'/1
8.8%
8.2%
8.2%
8.8%
8,2'/v

8.4%
8.4%
10.0%
9.5%
8.4%
8.9%
5.4%
8.4%
8.9%
5.4%

8.7%
8.7%
10.0%
9.6%
8.7%
9.1%
B.7%
8.7%
9.1 %
8.7%

8.9%
5.9%
10. 1 %
9.7%
8.9%
9.3%
8.9%
B.9%
9.3%
8.9%

Mean 8.9% 5.9% 9.5% 9.6% 9.8% 8.6% 8.8% 9.0% 9.2%

Median 8,5% 9.0% 9.2% 9.3% 9.5% 8.2% 8.4% 8.7% 8.9%

Sources: Vlladsen testimony, Table Nos, BV-8, BV-7, BV-1 Q, BV-19, and BV-22.
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1

2

INTRODUCTION

Q Please state your name and address

My name is  Dav id  C. Parce ls . I  aM Pres ident and Senior  Economis t o f Technical

Associates, Inc. My business address is 1051 East Cary Street, Suite 601, Richmond

Virginia 23219

7 Q Are you the same David C. Parnell who filed Direct Testimony on behalf of the

Commission Staff in this proceeding

11 Q What is the purpose of your current testimony

My current testimony is Sm-rebuttal Testimony in response to the Rebuttal Testimony of

Arizona-American Water witness Berte Villadsen

15 Q How is your Surrebuttal Testimony organized?

My Surrebuttal  Testimony f i rs t responds to the Rebuttal  Testimony of Dr. Vi l ladsen

Next,  I  update my Exhib i ts  conta ined in  my Direc t Tes t imony and update my DCF

CAPM, and CE analyses

20

21

RESPONSE TO REBUTTAL TESTIMONY OF BENTE VILLADSEN

Please describe the issues raised in Dr. Villadsen's Rebuttal Testimony that you areQ

responding to in this Surrebuttal Testimony

My response to Dr. Vi l ladsen's  Rebutta l  Testimony genera l ly fol lows the format she

utilizes and is organized into the following topics

General comments
Financial risk issues
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. 1
2
3

Discounted Cash Flow Issues
Capital Asset Pricing Model Issues
Comparable Earnings Method Issues

4

5

6

General Comments

Q-

A. Yes, I do. Dr. Villadsen makes several references to a November 28, 2008 long-term debt

issuance by American Water  Capital Corporation ("AWC" the financing affilia te of

AAWC) at a cost rate of 10 percent. She then repeatedly implies that this 10 percent cost

rate for this long-term debt issue provides a standard for the cost of common equity for

AAWC in this proceeding.

Do you have any general comments about the Rebuttal Testimony of Dr. Villadsen?

7

8

9

10

11

12

Q- Do you agree with this proposed connection between AWC's cost of this debt

issuance and the cost of equity for AAWC?

13

14

15

16

17

18

19

20

No, I do not. The relevant cost of long-term debt to AAWC, relative to this proceeding, is

the 5.463 percent embedded cost of long-term debt, which was represented by AAWC to

be its total cost of long-term debt as projected to December 31, 2008. This cost rate is

properly and completely included in the total cost of capital for AAWC that I and other

cost of capital witnesses are proposing in this proceeding.

21

22

The November 2008 long-term debt issued by AWC may be included in the total cost of

long-term debt to AAWC in this or some future proceeding(s) but should not be singled

out as a standard for the cost of equity for AAWC in this or any other proceeding.23

24

A.
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1 Q-

2

3 A.

4

5

6

7

8

9

Is there anything about this debt issue by AWC that makes its use as a "standard"

for AAWC's cost of equity to be particularly improper?

Yes, there is. This debt issue, dated November 28, 2008, took place at virtually the peak

of the interest rate levels of late 2008 during which the U.S. and global economies were

undergoing the "flight to quality" associated with the stock market collapse and the

movement of significant amounts of investment dollars into "safe" shelters such as U.S.

Treasury Bonds. During this period, which continues at the present time, the movement of

funds into U.S. Treasury Bonds has driven the yield on government debt to low levels and

the yield on corporate and utility debt to high levels.

10

11

12

13

Most corporations, including utilities, chose to stay out of the new debt issuance market

during this period due to the high interest rates that were prevailing. This was not the case

for AWC, who sold some $75 million of 30-year bonds at what amounted to the peak of

the interest rate levels of 2008.14

15

16

17

18

19

20

21

22

23

24

25

I have reviewed the prospectus that was issued in connection wide dies debt issue. Based

upon this, as well as the on-going efforts of American Water Works Company ("AWW")

to divest itself from RWE, it is apparent that AWW and AWC have engaged in several

financial transactions over the past two years in connection with the divestiture. As I

indicated in my Direct Testimony, AWW was only able to sell a 40 percent stake in itself

through its initial public offering ("IPO"). In addition, RWE and AWW have entered into

several financial transactions, including the issuance of preferred stock to RWE by AWC,

issuance of "redemption notes" to redeem the preferred stock, and issuance of senior debt

to retire the redemption notes. As a result, it is my perception that AWC chose to sell the

above-cited high-cost debt at the time it did due at least in part to considerations of its
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1

2

divestiture from RWE. To the extent this is true, this should not be used as a standard for

AAWC's cost of equity.

3

4 Q,

5

Dr. Villadsen claims, on page 4 lines 7-8, that your 10.0 percent cost of equity

recommendation is "below the return allowed to other utilities prior to the financial

6

7

8

9

crisis..." Do you have any response to this assertion?

Yes, I do have comments concerning this assertion. I was involved in two utility

proceedings before this Commission in 2008 in which a litigated decision was made

concerning the cost of common equity. These were:

10

11 UNS Electnlc ... Docket No. E-04204A-06-0783

12 Southwest Gas .- Docket No. G-01551A-07-0504

13

14

15

16

In both of these proceedings, the Commission made a finding that 10.0 percent was the

proper cost of common equity. In addition, the capital structures for both of these utilities

contained less than 45 percent common equity.

17

18 Q.

19

20

On page 8, lines 10-12, Dr. Villadsen claims "There is ample evidence that the cost of

both debt and equity capital has increased, and it is dangerous and incorrect to focus

on the risk-free rates which are 'low by historical standards."' What is your

21

22

23

24

a

25

A.

A.

response to this assertion?

disagree with Dr. Villadsen on this. She seems to be equating the decline in stock prices

with an increase in the cost of equity capital. A more likely explanation for a decline in

stock prices is the obvious fact that the increasingly severe recession is having an effect of

reducing current aha future corporate profits. A reduction in corporate profits represents a
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1 decline in the opportunity cost of capital, or the expected return on alternative investment

2 opportunities.

3

4

5

6

7

8

9

10

11

Dr. Villadsen appears to be taking the position that, even though other types of enterprises

are expected to earn a lower rate of return, this should be used as a rationale for a

regulated utility like AAWC to earn a higher return through a higher cost of capital. Inoue

that it is evident that the Arizona economy is very depressed currently, as the financial

press is describing the housing market here as among the weakest in the U.S. This is

hardly an environment for a nation-wide utility organization such as AWC to claim that

Arizona ratepayers should pay a higher cost of capital based upon the same set of

economic circumstances that are negatively impacting the ratepayers.

12

13 Financial Risk Issues

14 Q- Please describe Dr. Villadsen's position on the issue of AAWC's capital structure and

15 the impact of this on the Company's cost of equity.

16

17

18

19

20

Dr. Villadsen maintains, on pages 16 to 21, that AAWC should be awarded a higher cost

of equity because the Company has a lower equity ratio, and thus higher financial risk. In

this regard, she seems to be maintaining that the "Hamada" methodology, or some variant

of this methodology, be utilized to modify the market-derived cost of equity for the proxy

water utilities in applying dies to AAWC's cost of equity.

21

22 Q-

23

Do you agree that some modification to the market derived cost of equity for the

water proxy groups be made in developing AAWC's cost of equity?

24

25

A.

A. No, I do not.  This proposal is focusing on a single perceived r isk and suggesting an

adjustment be made to the cost of equity to account for this singular risk. In doing so, this
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proposal ignores odler r isks of the Company that may be less than those of the proxy

4 Q Can you give an example of any lower risks of AAWC that Dr. Villadsen's proposal

does not recognize

Yes, I can. AAWC is part of the AWW system, and in fact is substantially funded as an

integral part of this system. AWW is the largest publicly-traded water system in the U.S

As a result, it generally faces lower risk than smaller water systems. In addition, the fact

that AWW operates in a large number of states, with multiple divisions in many states

indicates that it has less risk than less diversified water systems

It is noteworthy duet Dr. Villadsen does not acknowledge these lower-risk attributes of

A.AWC/A and instead focuses on a single risk factor that she maintains should be

used to inflate the Company's cost of equity. This is improper and should not be adopted

16

17

Discounted Cash Flow Method Issues

Q What are Dr. Villadsen's comments concerning your DCF methodology

She disagrees with two aspects of my DCF analyses. First, she disagrees with the use of a

single-stage DCF model, instead preening the use of a multi-stage DCF model. Second

she continues to maintain that only a single indicator be used to estimate the short-term

growth rate - analysts' estimates of EPS

23 Q.

24

Why does  Dr . Villadsen maintain that a single-stage DCF model  is  infer ior  to a

multi-stage DCF model?

On pages 21 to 22, she criticizes the single-stage DCF model because of her perception

that some level of long-term growth will eventually prevail
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1 Q-

2

3

4

5

Is this a compelling reason to use a multi-stage DCF model?

No, it is not. Most utilities, including AAWC, have rate proceedings every few years,

where it is possible to re-evaluate the impact of current and/or changing economic and

financial conditions. As a result, it is the short-term expectations that are more likely to

govern investor expectations.

6

7

8

Furthermore, it should be apparent that estimates of long-term growth are less precise than

short-tenn estimates. As a result, it is not proper to give significant weight to long-term

9 growth rate estimates.

10

11 Q- What is Dr. Villadsen's complaint with your DCF growth rates?

12

13

14

15

16

She first mistakenly indicates that my DCF analyses are based on an average of several

growth rates. This is incorrect. My DCF analyses consider several growth rates

individually, as well as an average of all the growth rates. It is evident from my Schedule

5, page 4, that most of the DCF results for the individual growth rates are either within my

recommended range or are below it.

17

18 Q- What growth rate does Dr. Villadsen maintain should be used in a DCF analysis?

19

20

She maintains, as she did in her direct testimony, that the only growth rate that has any

significance is analysts' estimates of EPS growth

21

22 Q- Do you agree with this assertion?

23

24

25

26

A.

A.

A.

A. No, I do not. As I indicated in my DCF analysis, it is customary and proper to use

alternative measures of growdu, not just EPS projections. Dr. Villadsen's DCF analyses

implicitly assume that investors rely exclusively on EPS projections when malting short-

term investment decisions. This is a very dubious assumption, and she has offered no
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1 evidence that it is correct. I note, for example, the Value Line publication - one of the

2 sources of the growth rate estimates contains many statistics, of  both a historic and

3

4

5

6

7

8

projected nature, for the benefit of Value Line subscribers, who presumably make

investment decisionsbased at least in part from the informationcontained in Value Line.

For example, Value Line publishes both historic and projected growth rates in numerous

financial indicators such as EPS, DPS, BVPS, and retention growth. Yet, Dr. Villadsen

would have us believe that Value Line subscribers and investors focus exclusively on one

single number Horn this publication.

9

10

11

I note in this regard that the DCF .model is a "cash flow" model. The cash flow to

investors in a DCF framework is dividends. Dr. Villadsen's DCF analysis, in contrast,

12 does not even consider dividend growth rates.

13

14 Q- Dr. Villadsen also disagrees with your dividend yield adjustment. What is your

15

16

17

18

19

20

response to this?

The dividend yield adjustment I use recognizes that dividends are increased at various

times during the year and, on average, each company in the proxy group will have its

"new" dividend rate during half of the coming year. This is a common dividend yield

adjustment and, in fact, is specifically employed by the Federal Energy Regulatory

Commission in its preferred DCF methodology.

21

22 Capital Asset Pricing Model Issues

23 Q. What are Dr. Villadsen's commentsabout your CAPM methodology?

ZN

25

26

A.

A. Her only apparent disagreement with my CAPM method is her perception that I use only

geometric growth rates in developing my risk premium component. She maintains that

only the arithmetic growth rate should be use.
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1 Q- Is it correct that you only use geometric means in developing your CAPM risk

2 premium component?

3

4

No, it is not. In developing my risk premium component, I use three growth rates. Two

of these are, in fact, arithmetic growth rates, and one is a geometric growth rate.

5

6 Q- Why is it proper to use geometric growth rates in a risk premium development? -

7

8

9

10

11

This is the case since investors have access to, and presumably rely upon, both types of

averages. In fact, it is likely that more information is provided to investors in the form of

geometric averages than arithmetic averages. For example, mutual funds report returns

based on geometric averages. In addition, Value Line reports both historic and projected

growth rates on a geometric basis.

12

13

14 Q-

15

16

17

Comparable Earnings MethodIssues

What issues does Dr. Villadsen take with your comparable earnings analysis?

She claims that there are two problems with my comparable earnings analysis. First, she

maintains that the comparable earnings method relies upon accounting data. Second, she

maintains that returns of regulated water utilities should not be used as a standard for

18 AAWC.

19

20 Q- What is your response to her first clam?

21

22

23

24

25

A.

A.

A.

A. Contrary to the perception provided by Dr. Villadsen, it is quite proper that a comparable

earnings analysis utilize accounting data. This is  the case since vir tua lly a ll of the

information utilized in developing the revenue requirement for a regulated utility relies on

accounting data.  This includes rate base (even in a fair value State such as Arizona),

revenues, expenses, capital structure and cost of debt. It is not only logical but proper that
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1

2

a comparable earnings analysis be utilized as one cost of capital model in developing the

revenue requirement.

3

4 I also note that the comparable earnings method is the oldest cost of capital model, as it

goes back at least several decades. The basis of the comparable earnings method is also

grounded in the language of the Bluefield U.S. Supreme Court decision that I cited in my

Direct Testimony.

5

6

7

8

9

10

11

Q-

12

13

14

Do you have any response to Dr. Villadsen's second criticism of your comparable

earnings method?

Yes, I do. Dr. Villadsen indicates her belief that the returns of regulated water utilities

should not be used as a standard for AAWC. I disagree with her assertion. The types of

companies that are most comparable to AAWC, in terms of operations and risks,  are

publicly-traded water and wastewater utilities.

15

16 UPDATE OF COST OF CAPITAL ANALYSES

Q, Please describe the updates to the schedules that were contained in your Direct17

18

19

20

21

Testimony.

I have updated the schedules to my Direct Testimony. Attached to this Surrebuttal

Testimony is a complete set of schedules, with the schedules that are being updated being

identified as "Updated"

22

23 Q- Please describe your updated DCF results.

24

25

26

A.

A.

A. My updated DCF results use average stock prices for the period November 2008 - January

2009 and the most recent Value Line and analysts' projections. The updated DCF results,

along with my original DCF results, are as follows :
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1 Original - Direct Testimony

2

3

4

Value Line Group
AUS Group
Villadsen Group

Mean
7.8%
8.8%
8.8%

Median
7.6%
9.1%
9.2%

Mean
High
9.2%
11 .4%
11.6%

Median

High
9.2%
11.5%
11.5%

Updated - Surrebuttal Testimony

5

6

7

8

9

10

Value Line Group
AUS Group
Villadsen Group

Mean
7.4%
8.7%
8.6%

Median
7.6%
9.0%
8.9%

Mean
High
9.3%
11.5%
11.7%

Median
High
9.1%
11.25
11.0%

11

12

13

14

It is apparent &on this comparison that the updated DCF results are very similar to the

original DCF results.

15

16

Q- Please now describe your updated CAPM results.

17

18

19

20

I have updated my CAPM results by using a risk-Hee rate for the period November 2008 -

January 2009 and the most current beta values. My updated CAPM results, along wide my

original CAPM results, are as follows:

Original .-- Direct Testimony

21

22

Mean
10.4%
9.8%
9.8%

Median
10.4%
10.1%
10.1%23

Value Line Group
AUS Group
Villadsen Group

24

A.
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1 Updated - Surrebuttal Testimony

2 Value Line Group
AUS Group
Villadsen Group

Mean
9.5%
9.0%
9.0%

Median
9.5%
9.1%
9.1%

3

4

It is apparent from this comparison that the updated CAPM results are somewhat lower

than the original CAPM results.

5

6

7

8

9

10

11

12

13

Q- Have you also updated your CE analyses?

Yes, I have, although only the projected (i.e., 2008, 2009 and 2011-2013) returns on

equity are updated. As a result, my updated CE analyses are largely the same as the

original CE analyses.

Q- What is your conclusion from the updates of your cost of equity analyses?

14 It is my conclusion that the updated DCF and CE analyses are the same as was the case in

my Direct Testimony, while the CAPM results are lower. Given that two of the three cost

of equity models produce virtually the same results when updated, I conclude that the cost

of equity has not changed since my direct testimony was prepared. As a result, I am not

changing my cost of equity recommendation in dies proceeding.

15

16

17

18

19

20 Q- Does this conclude your Surrebuttal Testimony?

21

A.

A.

A. Yes, it does.



Exhibit (DCP-1 )
Schedule 1

ARIZONA-AMERICAN WATER COMPANY
TOTAL COST OF CAPITAL

Item Amount Percent Cost Weighted Cost

Short-Term Debt 10.98%

47.40%

5.367%

5.463%

0.59%

2.59%Long-Term Debt

Common Equity

$43,811 ,094.00

$189,208,140.00

$166,123,326.00 41 .62% 9.50% 10.50% 3.95% 4.37%

Total $399,142,560.00 100.00% 7.13% 1.55%

Mid-Point 7_34%



Schedule 2
Page 1 of e
Updated

ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Unemploy-
ment
Rate

Consumer
Price Index

Producer
Price Index

1975 _ 1982 Cycle

1975
1976
1977
1978
1979
1980
1981
1982

-1 .1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
~2.1 %

-8.9%
10.8%
5.9%
5.7%
4.4%
-1 .9%
1.9%
-4.4%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983
1984
1985
1986
1987
1988
1989
1990
1991

4.0%
6.8%
3.7%
3.1 %
2.9%
3.8%
3.5%
1.8%
-0.5%

1983 _ 1991 Cycle
3.7% 9.5%
9.3% 7.5%
1.7% 7.2%
0.9% 7.0%
4.9% 6.2%
4.5% 5.5%
1.8% 5.3%
-0.2% 5.6%
-2.0% 6.8%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1 %

05%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.5%
3.7%
0.8%

1992 - 2001 Cycle
3.1 % 7.5%
3.3% 6.9%
5.4% 6.1%
4.8% 5.6%
4.3% 5.4%
7.2% 4.9%
5.9% 4.5%
4.3% 4.2%
4.2% 4.0%
-3.4% 4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1 .6%
0.2%
1.7%
2.3%
2.8%
-1.2%
0.0%
2.9%
3.5%
-1.6%

Current Cycle

2002
2003
2004
2005
2006
2007

`2008

1.6%
2.5%
3.6%
2.9%
2.8%
2.0%

-0.1%
1.2%
2.5%
3.3%
2.2%
1.7%

5.8%
6.0%
5.5%
5.1%
4.6%
4.6%
5.8%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1 %

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%

*GDP=Gross Domestic Product

Source; Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

UnemployIndustrial
Production

Growth
Consumer
Price Index

Producer
Price Index

5.6%
5.9%

2.8%
0.9%
2.4%

4.4%
2.2%
2.4%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

0.8%
4% 5.9% 0.4%

5.8%1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

1.2%
3.5%
75%
2.7%

0.5%
M

5.6%
%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

3.5%
3.6%
2.5%

4.9%
4.6%
4.3% 5.4% 7.2%

3.8%
M

5.3% 5.6%

3.8% 14.0%

1 st Qtr
2nd Qtr
3rd Qtr
4th Qtr 2.0%

3.4% 0.2%
4.6%

4.4%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr 1.5% 0.0%

0.1%
4.8%

2.5%1st Qtr
2nd Qtr
3rd Qtr
4th Qtr 4.8% 6.4%

12%
10.8%

0.9%1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

0.5% 6.0% 2.8%

Source: Council of Economic Advisors, Economic indicators, various issues
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INTEREST RATES

Prime
US Treas

T Bills
3 Month

US Treas
T Bonds
10 Year

Utility
Bonds

Utility
Bonds

utility
Bonds

Utility
Bonds

1975 _ 1982 Cycle
5.84% 9.03%

8.53%
y,

10.09%
9.29%
8.61%

10.969
9.82%

8.41%
1979

9.44%
y,

8.43%
9.10%
10.22%
13.00%
15.30%
14.79%

10.49%
13.34%
15.95%
15.86%

9.62%
10.96%
13.95%
16.60%
16.45%

6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.88%

7.22%
10.04%
11.51 'm
14.03%
10.69%

11.46%
13.93%
13.00%

12.30%
14.64%
14.22%

1983 _ 1991 Cycle

1983 10.799
12,04%
9.93%
8.33%

11.109
12.449
10.629

12.52%
12.72%
11.680,

12.83%
13.66%
12.06%

M

13.66%
14.039
12.479

14.20%
14.53%
12.96%
10.00%
10.53%
11.00%

8.63%
9.58%

Ma
5.98%
5.82%
6.69% 8.85%

10.10%
10.49%
9.77%
9.85%1990

10.87%
10.01%
8.46%

7.51% 8.55%
M

9.52%
10.05%
9.32%

M
8.85%

10.28%
9.56%
9.65%
9.09%

10.06%
%

1992 - 2001 Cycle
7.01% 8.19%

7.29%
8.69%
7.59%

3.45%
3.02%
4.29%
5.51%
5.02%

Ma

7.68%
7.48%

8.55%
7.44%
8.21 %
7.77%
7.57%
7.54%

7.89%

8.27%
8.44%
8.35% 4.81%

7.60%
7.04%

9.23% 5.85%
3.45%

5.65%
6.03%
5.02%

7.88% 8.24%
7.78%

8.86%
7.91%
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%

Current Cycle

[1] 7.19%
6.40%

%4.67%
4.12%
4.34%

1.62%
1.02%
1.38%

4.01%
4.27%

m,
6.84%
6.40%
5.93%5.65%

6.07%5.84%
m, 6.33%8.05%

5.09%

4.73%
4.41 %
1.48%

4.80%
4.63%
3.66% 6.53%

[1] Note: Moody's has not published Ala utility bond yields since 2001

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin: various issues
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INTEREST RATES

ucimy
Bands

uuuxy
Bonds

Utility
Bunds

Year
Prime
R i k

us TNI!
T Bills

3 Month

us Tran
T Bonds
10 Year Ala 111 A l

grimy
Bonds

A Bal

: w e
Jan
Feb
Mar

APP
may
June

4.25%
4.25%
4.25%
4.25%
4.25%
4.00%
4.00%
4.00%
4.00%
4.00%
4.60%
4.60%

117%
1.16%
1 .13%
1 .14%
1 .08%
o.95%
0.98%
0.96%
0.95"/u
0 3 3 %
0.94%
0.90%

4.05%
3.90%
3.B1%
3.95%
3.57%
3.33%
3.98%
4.45%
427%
4.29%
430%
4.27%

m 6.87%
6.65%
6.55%
s .47'/u
6.20%
6.12%
6.37%
$.4B°/o
6.30%
618%
6.25%
5.18"/=

7.06%
6.93%
6.79%
6.54%
5.36%
6.21%
6.57%
5.71%
6.56%
5.43%
6.37%
6.27%

7.47%
7.17%
7.05%
5.94%
6.47%
8.30%
6.57%
7.08%
B.B7%
5.79%
6 5 9 %
6.61%

July
Aug
Sept
O f
Nov
Dec

2004
Jan
Fob
Mar

Apr
May
June

4 .G0"/¢
4.00%
4.00%
4.00%
4 . w%
4.00%
4.25%
4.50%
4.75%
4.75%
5.00%
5.25%

o. BE%
0.82%
0.94%
o,94v.
1,o4ss
1 .27%
1 .35%
1 .CB%
155%
1 .75%
2.06%
2.20%

4.15%
4.05%
333%
4.35%
4.72%
4.73%
4.50%
4.28%
4.13%
4.10%
4.19%
4.23%

5.06%
6.1cn%
5.93%
6.33%
6.56%
5.30%
s. 09%
5.95%
5_79%
5.74%
5.79%
5.78%

s. 15%
6.15'/»
5.97%
6.35%
6.52%
6.46%
5.27%
e. 14%
5.98%
5.94%
5.97%
5.92%

5.47%
6.2B%
a. 12%
6.46%
5.75%
6.84%
6.67%
6.45%
6.27%
6.17%
6.15%
e.1o*A

July
Aug
5¢P¥
O f
Nov
Dec

zoos
Jan
Feb
Mar
AW'
may
June
July
Aug
Sept
O f
Nov
Dec

525%
5.50%
5.75%
5.75%
5.00%
6 2 5 %
s,z5%
650%
5.75%
515%
7.00%
7.25%

2.32%
2.53%
2.75%
2.79%
z.86%
2.99%
3.22%
3.45%
2.47%
3.70%
3.90%
3.89%

412%
4.17%
4.50%
4 .3 4 *
4.14%
4.00%
4.18%
4.26%
4.20%
4.46%
4.54%
4.47%

5.58%
5.55%
5.76%
5.55%
5.39%
5.05%
5.18%
5.23%
5.27%
5.50%
5.59%
5.55%

5.78%
5.61%
5.83%
5.54%
5.53%
5.40%
5_51*
5.50%
5.52%
5.79%
5.88%
5.80%

585%
5.76%
6.01%
5.95%
5.58%
5.70%
5.81%
5.50%
5.83%
6.08%
6.19%
6.14%

zoos
Jan
Fob
Mar

APt
May
June
July
Aug
Sept
O f
Nov
Del:

7.5D%
7.50%
7.75%
7.75%
8.00%
B.25%
8.25%
8 2 5 %
B.25%
8.25%
B.25'/u
B.25%

4.20%
4.41%
4.51%
4.59%
4.72%
4.79%
4.96%
4.98%
4.a2-/.
4.B9°A
4.95%
4_B5%

4.42%
457%
4.72%
4.99%
5.11%
5.11%
5.09%
4.88%
4.72%
4.73%
450%
4.56%

5.50%
5.55%
5.71%
6.02%
6.18%
6.16%
6.1av.
5.97%
5.81%
5.80%
5.61%
5.62%

5.75%
5.82%
5.98%
6.29%
6.42%
s 4 0 %
6.37%
6.20%
6.00%
5.98%
5.50%
5.81%

6.06%
6.11'/u
6.26%
6.54%
6.59%
6.61%
6.61%
6.43%
6 2 6 %
6.24%
6.04%
6.05%

ZDD7
Jan
Feb
Mar

. Apr
May
June
July

Avg
Sept
o n
Nov
Doc

8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
8.25%
7.75%
750%
7.5D%
7.25%

4.96%
5.02%
4.97%
4.88%
4.77%
4.63%
4.84%
4,34%
4.01%
3.97%
3.49%
3.98%

4.75%
412%
4 .5sv»
4.59%
4.75%
5.10%
5.00%
4.57%
4.52%
4 .5354
4.15%
4.10%

5.78%
5.73%
5 5 6 %
5.83%
5.86%
6.18%
6.11%
6.11'/a
6.10%
6.04%
5.87%
s.aa%

5.96%
5.90%
5.85"/a
5.97%
5.99%
6.30%
6.25%
6.24%
6.1B°/u
6.11%
5.97%
6.16%

6.16%
s.10%
6. 10'/¢
6.24%
6.23%
6.54%
5.49%
6,51%
5.45%
6.36%
6.27%
5.51%

200s
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
OCT
Nov
Dec

6.00%
6.00%
5.25%
5.00%
5.00%
5.00%
5,09%
5.00%
5.00%
4.00%
4.00%
3.25%

2.BB%
2.21 as
1 .ea%
1 .32%
1 .71 v.
1 .90%
1 .72%
1 .79%
1 .45%
0.84%
0.39%
0.04%

3.74%
3.74%
3.51%
3.58%
3.88%
4.10%
4.01%
3.89%
3.59%
3.81%
3.53%
2 42%

5.87%
6.04%
5.99%
5.99%
6.07%
6.19%
6_13%
6.09%
B.13%
6.95%
6.83%
5.93%

6.02%
6 1 1 %
6.21%
5.29%
6.27%
6.3B%
5.40%
5.37%
6.49%
7.56%
7.50%
5.54%

6.35%
5.60%
6.68%
6.82%
6.79%
6.93%
6.97%
6.98%
1. 15%
5.5B%
8.9B%
8.13%

2009
Jan G.01% 6.39% 7.90%

[1] Note: Moody's hasnot published Aaautilitybond yields since 2oo1 .

Sources: Council of Economic Advisors, Economic Indicators; Moodyts Bond Record; Federal
Reserve Bulletin, various issues.
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STOCK PRICE INDICATORS

Year

S&P NASDAQ
Composite [1]Composite [1] DJIA

S&P
D/P

S&P
EIP

1975 _ 1982 Cycle

1975
1976
1977
1978
1979
1980
1981
1982

802.49
974.92
894.63
820.23
844.40
891.41
932.92
884.36

4.31%
3,77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81%

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11.96%
11.60%

1983 - 1991 Cycle

[1]

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41%
6.47%
4.79%

1983
1984
1985
1986
1987
1988
1989
1990
1991

[1]
322.84
334.59
376.18 491.69

1,190.34
1,178.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.38

1992 - 2001 Cycle

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

$415.74
$451 .21
$460.42
541 .72
670.50
873.43

1,085.50
1,327.33
1,427.22
1,194.18

$599.26
715.16
751 .65
925.19

1,164.96
1,469.49
1,794.91
2,728.15
3,783.67
2,035.00

3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441.15
8,625.52
10,464.88
10,734.90
10,189.13

2.99%
2.78%
2.82%
2.56%
2.19%
1 .77%
1.49%
1 .25%
1.15%
1.32%

4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3.17%
3.63%
2.95%

Current Cycle

2002
2003
2004
2005
2006
2007
2008

993.94
955.23

1,130.65
1,207.23
1,310.46
1,477.19
1,220.04

1,539.73
1,647.17
1,986.53
2,099.32
2,263.41
2,578.47
2,161.65

9,226.43
8,993.59
10,317.39
10,547.67
11,408.67
13,169.98
11,252.62

1 .61%
1 .77%
1.72%
1 .83%
1.87%
1.86%
2.37%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%

[1] Note: this source did not publish the S&P Composite prior to 1988 and the NASDAQ
Composite prior to 1991.

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

Composite
NASDAQ

Composite

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

131.56
1.068.45
894.65
887.91

1.879.85
1.641.53

308.17
1.346.07

10.10527
9.912.70
8.487.59
8.400.17

1.49%
1.76%

M

2. 15%
2.70%
3.68%

M

3.57%
3.55%

1 st Qtr
2nd Qtr
3rd Qtr
4th Qtr

860.03
938.00
000.50

1056.42

1 .35D.44
521.92

1.765.9B
1.934.71

8 122.83
8.684.52
9.310.57
9.856.44 1.69%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

1.13329
1.122.87

104.15
1.152.07

2.041.95
1 .984.13
1 .872.90
2.050.22

10.488.43
10.289.04
10.129.85
10.36225

M
1.71%
1.79%

M

4.62%
4.92%
5.18%

1st Qtr
2nd Qtr
3rd Qtr
am Qtr

1.191.98
1.18165
1.225.9t
1262.07

2.056.01
2.012.24
25444.61
2246.09

10.648.48
10.382.35
10.53224
10.827.79

1.85%
1.83%
1.86%

5.11%
5.32%

M
5.60%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

1283.04
1281.77
1288.40
1.389.48

2287.97
2240.46
2.141 .97
2.39026

10.996.04
11.188.84
11274.49
12.175.3D

1.90%
1.91%
1.81%

5.61%
5.86%
5.88%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

1 .425.30
1 .496.43
1 .490.81
1 .494.09

2.444.85
2552.37
2.609.68
2.70t.59

12.470.97
13214.26
13.488.43
13.502.95

1.84%
1.82%
1.86%

%

5.65%
5.15%
4.51%

1st Qtr
2nd Qtr
3rd Qtr
4th Qtr

1 .350.19
1.371.65

251.94
909.80

2.332.91
2.42626
2290.87
1 .599.64

12.383.86
12508.59
11.322.40
8.795.61

2.10%
2.29%
2.98%

4_55%
4.01 %

[1] Note: this source did not publish the S8.P Composite prior to 1988 and the NASDAC
Composite prior to 1991

Source: Council of Economic Advisors. Economic Indicators, various issues
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AMERICAN WATER WORKS
CAPITAL STRUCTURE RATIOS

2006 _ 2008

YEAR
COMMON
EQUITY

PREFERRED
STOCK

LONG-TERM
DEBT

SHCRT-TERM
DEBT

2006 $3,817,397
39.4%
43.9%

$1 ,779,043
18.3%
20.5%

$3,096,404
31 .9%
35.5%

$1 ,007,128
10.4%

2007 $4,542,046
47.5%
49.1%

$28,864
0.3%
0.3%

$4,674,837
48.9%
50.6%

$316,969
3.3%

Sept. 30, 2008 $4,162,357
44.8%
47.0%

$28,774 $4,669,502
50.3%
52.7%

$423,021
4.6%

Source: American Water Capital Corp. Prospectus for Senior Notes dated November 21, 2008.

1
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PROXY WATER UTILITI.E5
COMMON EQUITY RATIOS

COMPANY 2003 2004 2005 2006 2007

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

43%
44%
46%
51%

48%
45%
51%
63%

47%
44%
51%
53%

50%
38%
55%
56%

50%
43%
57%
52%

Average 46% 52% 49% 50% 51%

AUS Utility Reports Group

American States Water Co,
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
37%
46%
52%
41%
54%
51%
50%

48%
45%
36%
51%
53%
46%
56%
63%
48%

47%
44%
38%
51 %
55%
42%
57%
53%
46%

50%
38%
38%
55%
54%
49%
56%
56%
51%

50%
43%
48%
57%
50%
48%
52%
52%
48%

Average 46% 50% 48% 50% 50%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

43%
44%
46%
52%
41%
54%
51%
50%

48%
45%
51%
53%
46%
56%
63%
48%

47%
44%
51%
55%
42%
57%
53%
46%

50%
38%
55%
54%
49%
56%
56%
51%

50%
43%
57%
50%
48%
52%
52%
48%

Average 48% 51% 49% 51% 50%

Source: AUS Utilitly Reports.
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PROXY WATER UTILITIES
DIVIDEND YIELD

COMPANY DPS
November, 2008 - January. 2009

HIGH LOW AVERAGE YIELD

Value Line Water Group

American StatesWater Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

$1.00
$0,54
$1.17
$0.10

$35.72
$22.00
$48.28
$8.74

$27.56
$17.07
$35.81
$2.67

$31 .64
$19.54
$42.05
$5.71

32%
2.8%
2.8%
1.8%

Average 2.6%

AUS Utility Reports Group

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$0.71
$1.17
$0.89
$0.71
$0.64
$0.10
$0.50

$35.72
$22.00
$16.91
$48.28
$26.99
$17.93
$30.44
$8.74
$13.50

$27.56
$17.07
$13.82
$35.81
$19.26
$12.05
$20.41
$2.67
$10.50

$31.64
$19_54
$15.37
$42.05
$23.13
$14.99
$25.43
$5.71

$12.00

3.2%
2.8%
4.6%
2.8%
3.9%
4.7%
2.5%
1.8%
4.2%

Average 3.4%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

$1.00
$0.54
$1.17
$0.89
$0.71
$0.64
$0.10
$0.50

$35.72
$22.00
$48.28
$26.99
$17.93
$30.44
$8.74
$13.50

$27.56
$17.07
$3581
$19.26
$12.05
$20.41
$2.67
$10.50

$31.64
$19.54
$42.05
$23.13
$14.99
$25.43
$5.71
$12.00

3.2%
2.8%
2.8%
3.9%
4.7%
2.5%
1.8%
4.2%

Average 3.2%

Source: Yahoo! Finance.
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PROXY WATER UTILITIES
RETENTION GROWTH RATES

COMPANY 2003 2004 2005 2006 2007 Average 2008. 2009 '11-'13 Average

Value Line Water Group

American Slates Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

-0.7%
4 . 8%
0.7%
6.5%

1. 2%
4 . 8%
2. 2%
1. 5%

3. 3%
5. 0%
2. 1%
2. 2%

2.6%
4.1 %
1. 1%
2.7%

3.8%
3.2%
1.1%
-1 .3%

2. 0%
4 . 4%
1. 4%
2. 3%

2. 5%
3. 5%
4 . 0%

3 5 %
3. 5%
5. 0%

6. 5%
3. 0%
6. 0%

4 . 2%
3. 3%
5. 0%

Average 2.5% 4.2%

an- ms-4
-_- -

Aus Util i ty Reports Group

2.5%
3.5%

3.5%
3.5%

6 , 5%
3.0%

4 . 2%
3.3%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporat ion
Southwest Water Co.
York Water Company

-0.7%
4.8%
1.5%
0.7%
3.0%
-0.5%
4.5%
5.5%
2.5%

1.2%
4.8%
2 . 0%
2.2%
3.1 %
0.8%
4.7%
1 . 5%
2.5%

3.3%
5.0%
2_8%
2.1 %
0.6%
0.5%
6.1 %
2.2%
3.0%

2.5%
4.1 %
4.0%
1.1%
-0.4%
1.5%
9.5%
2.7%
2.4%

3.8%
3.2%
2.4%
1.1 %
1.6%
1.8%
3.4%
-1 .3%
1.5%

2.0%
4.4%
2.5%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

4.0% 5 . 0% 6. 0% 5.0%

Average 2.6% 4 . 2%

Vil ladsen Water Sample

American States W at er Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporat ion
Southwest Water Co.
York Water Company

-0.7%
4.8%
0.7%
3.0%
-0.5%
4 . 5%
8.5%
2.5%

1.2%
4.8%
2.2%
3.1 %
0.8%
4.7%
1.5%
2.5%

3.3%
5.0%
2.1 %
0 . 6%
0.5%
6.1 %
2.2%
3.0%

2.6%
4.1%
1.1 %
-0.4%
1.5%
9.5%
2.7%
2.4%

3.8%
3.2%
1.1 %
1.6%
1.8%
3.4%
-1 .3%
1.5%

2.0%
4.4%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

2 . 5%
3. 5%
4 . 0%

3.5%
3.5%
5.0%

6.5%
3.0%
6.0%

4.2%
3.3%
5.0%

Average 2 . 6% 4 . 2%

._I

Source: AUS Util ity Reports and Value Line Investment Survey.
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PROXY WATER UTILITIES
PER SHARE GROWTH RATES

COMPANY
5-Year Historic Growth Rates

EPS DPS BVPS Average
Esi'd '05-'07 to '11-'13 Growth Rates

EPS DPS BVPS Average

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3.9%
5.5%
3.7%
-4.5%

2.0%
8.5%
0.7%
8.9%

4.5%
10.9%
7.1%
7.0%

3.5%
8.3%
3.8%
3.8%

11.0%
7.5%
10.0%

5.0%
5.5%
2.0%

2.5%
5.5%
4.0%

6.2%
6.2%
5.3%

Average 4.9% 5.9%

AUS Utility Reports Group

11.0%
7.5%

5.0%
5.5%

2.5%
5.5%

6.2%
6.2%

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.6%
3.4%
3.7%
-0.4%
3.6%
5.9%
»4.5%
7.3%

2.0%
8.5%
5.3%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

4.5%
1o.9%
7.0%
7.1 %
3.6%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
5.2%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

10.0% 2.0% 4.0% 5.3%

Average 4.9% 5.9%

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.9%
5.6%
3.7%
-0.4%
3.6%
5.9%
-4.5%
7.3%

2.0%
8.5%
0.7%
1.2%
1.8%
5.8%
8.9%
6.5%

4.5%
10.9%
7.1%
3.6%
6.3%
9.0%
7.0%
8.9%

3.5%
8.3%
3.8%
1.5%
3.9%
6.9%
3.8%
7.6%

11.0%
7.5%
10.0%

5.0%
5.5%
2.0%

2.5%
5.5%
4.0%

6.2%
6.2%
5.3%

Average 4.9% 5.9%

Source: AUS Utility Reports and Value Line Investment Survey.
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PROXY WATER UTILITIES
DCF COST RATES

COMPANY
ADJUSTED

YIELD

HISTORIC
RETENTION

GRowtH

PROSPECTIVE
RETENTION
GROWTH

HISTORIC
PER SHARE
GROWTH

PROSPECTIVE F\RST CALL
PER SHARE EPS
GROWTH GROWTH

AVERAGE
GROVVTH

DCF
RATES

Value Line Water Group

American States Water Co.
Aqua America, Inc.
CalRomia Water Service Group
Southwest Waler Co.

3.2%
2.8%
2.9%
13%

2.0%
4.4%
1 .4%
2.3%

4.2%
3.3%
5.0%

3.5%
8_3%
3.8%
3.8%

6.2%
6.2%
5,3%

4.0%
7.5%
10.0%
5.0%

4.0%
5.9%
5.1%
3,7%

7.2%
B.B%
8.0%
5.5%

Mean 2.7% 2.5% 4.2% 4.9% 5.9% 6.6% 4.7% 7.4%

Median 2.9% 2.2% 4.2% 3.8% 6.2% 6.3% 4.5% 7.6%

Composite~Mean 5.2% 6.8% 7.5% 8.6% 9.3% 7.4%

Composite-Median 5.0% 7.0% 6.7% 9.0% 9.1% 7.4%

AUS Utility Reports Group

42%
3.3%

6.2%
6.2%

AmericanStates Water Co.
Aqua America, Inc.
ArtesianResourcesCorp.
CaliforniaWater Service Group
Conneciieut WaterService, Inc.
Middlesex Water
SJW Corporation
SouthwestWater Co.
York Water Company

3.2%
2.8%
4.7%
2.9%
4.0%
4.9%
2.6%
1 .B%
4.3%

2.0%
4.4%
2 5 %
1 .4%
1 .6%
0.8%
5 .6 %
2 .3%
2 .4%

5.0%

3.5%
8.3%
5.2%
3.8%
1 .5%
3.9%
6.9%
3.B%
7.5%

5.3%

4.0%
7.5%
5.0%
10.0%
15.0%
8.0%
10.0%
5.0%
B.O%

4.0%
5.9%
4.2%
5.1%
G.O%
4.2%
7.5%
3.7%
G.0%

7.2%
8.8%
9.0%
8.0%
10.0%
9.1 %
10.1 %
5.5%
10.3%

Mean 3.5% 2.6% 4.2% 4.9% 5.9% 8.1% 5.2% a.1v.

Median 32% 2.3% 4.2% 3.9% 6.2% a.o% 5.1% 9.0%

Composite-Mean s.o% 7.5% 8.4% 9.4% 11.5% s,7%

CompositeMedian 5.5% 74% 7.1% 9.4% 11.2% 8.3%

Wlladsen Water Sample

American States Waler Co.
Aqua America, Inc.
CaliforniaWater Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
YorkWater Company

3.2%
2.8%
2.9%
4.0%
4.9%
2.6%
1 .8%
4.3%

2 0 %
4.4%
1.4%
1.6%
0.8%
5.6%
2.3%
2.4%

4.2%
3.3%
5.0%

3.5%
8.3%
3.8%
15%
3.9%
6.9%
3.8%
7.6%

6.2%
6.2%
5.3%

4.0%
7.5%

10.0%
15.0%
8.0%
10.0%
5.0%
B.0%

4.0%
5.9%
5.1%
6.0%
4.2%
7,5%
3.7%
6.0%

7.2%
8.8%
8.0%

10.0%
9.1%
10.1%
5.5%

10.3%

Mean 3,3% 2.6% 4.2% 4.9% 5.9% 8.4% 5.3% 8 .6%

Median 3.0% 22% 4.2% 3.9% 6.2% B.D% 5.5% 8.9%

Composite-Mean 5,9% 7.5% 8.2% 9.2% 11.7% 8.6%

ComposileMedian 5.2% 7.2% 6.9% 9.2% 11.0% 8.6%

Note: negative average growth rates excluded from above DCF analyses,



Exhibit (DCP-1)
Schedule 6

STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

20-YEAR
T-BOND PREMIUM

9.97%
11 .559
13.50%
10.38%
11 .74%
1125%
8.98%
7.92%
8.97%
8.81%
8.19%
8.22%

7.60%

7.69%
5.09%
2.95%
2.11%
1 .85%
2.16%
0.55%
2.51%
5.50%
8.28%
7.04%
6.28%

m,
5.11%
6.07%
9.78%
9.02%
10.93%
9.69%

M
11 .72%
9.72%
1 .90%

%

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21 .73
$16.29
$19.09
$21 .89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$58.55
$69.93
$81 .51
$66.17

$79.07
$85.35
$94.27

$102.48
$109.43
$112.46
$116.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$215.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59

15.00%
15.55%
15.05%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
15.52%
17.11 %
16.33%
14.52%
17.29%
15.22%
7.43%
5.35%

14.15%
14.95%
15.12%
17.03%
12.50%

5.59%
4.80%

%
4.69%
4.68%
4.86%

9.96%
11.439
12.359
7.94%

Average 14.09%

Sources: Standard 8¢ Poor's Analysts' Handbook and Morningstar 2008 Yearbook
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PROXY WATER UTILITIES
CAPM COST RATES

RISK-FREE
COMPANY PREMIUM

Value Line Water Group

American States Water Co
Aqua America, Inc
California Water Service Group
Southwest Water Co

3.64%
3.64%
3.64%
3.64%

5.90%
v.

9.0%
9.8%

10.1%

Median

AUS Utility Reports Group

3.54% 9.2%
9.0%

3.64%
3.64%

590%
5.90%

%
5.90%
5.90%

9.8%
B.4°/0

3.64%

American States Water Co
Aqua America, Inc
Artesian Resources Corp
California Water Service Group
Connecticut Water Service, Inc
Middlesex Water
SJW Corporation
Southwest Water Co
York Water Company

3.64%
3.64%

5,90%
5.90%
5.90%

9.8%
9.8%

Median

Villadsen Water Sample

9.2%

3.64%
5.90%
5.90%
5.90%
5.90% 8.4%

American States Water Co
Aqua America, Inc
California Water Service Group
Connecticut Water Service. Inc
MiddlesexWater
SJW Corporation
Southwest Water Co
York Water Company

3.64%
x

3.64%
3.64%
3.64%

5.90%
5.90%

%
9.8%

Median

Sources: Value Line Investment Survey, Standard & Poor's Analysts' Handbook, Morningstar
2008 Yearbook
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Exhibit (DCP-1 )
Schedule 9

STANDARD & POOR'S 500 COMPOSITE
RETURNS AND MARKET-TO-BOOK RATIOS

1992 _ 2007

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2% 272%

1994 15.4% 246%

1995 16.6% 264%

1996 17.1% 299%

1997 16.3% 354%

1998 14.6% 421%

1999 17.3% 481%

2000 16.2% 453%

2001 7.5% 353%

2002 8.4% 296%

2003 14.2% 278%

2004 15.0% 291%

2005 16.1% 278%

2006 17.0% 277%

2007 12.8% 284%

Averages:

1992-2001 14.7% 341%

2003-2007 15.0% 282%

1

Source: Standard & Poor's Analyst's Handbook, 2008 edition, page 1.



1

Exhibit___(Dcp-1 )
Schedule 10
Page 1 of 2
Updated

RISK INDICATCRS

GROUP
VALUE LINE

SAFETY
VALUE LINE

BETA
VALUE LINE

FIN STR
S&P

STKRANK

s & P's 500
Composite 2.7 1 .05 B++ B+

Value Line Water Group 3.0 0.99 B+ B+/A-

2.6 0.91 B+ B+/A-AUS Utility Reports Group

Villadsen Water Sample 2.6 0.91 B+ B+/A-

Sources: Value Line Investment Survey, Standard & Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a st'ock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the later representing the highest level.
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Exhibit (DCP-1 )
Schedule 10
Page 2 of 2
Updated

RISK INDICATORS

COMPANY
VALUE LINE

SAFETY
VALUE LINE

BETA

VALUE LINE
FINANCIAL
STRENGTH

S& P
STOCK

RANKING

Value Line Water Group

American States Water Co.
Aqua America, Inc.
California Water Service Group
Southwest Water Co.

3
3
3
3

0.95
0.90
1 ,05
1.05

B++
B+

B++
B

3.67
3.33
3.67
3.00

B+
A
B+
B+

3.33
4.00
3.33
3.33

Average 3.0 0.99 B+ 3.42 J B+IA- 3.50

AUS Utility Reports Group

3
3

0.95
0.90

B++
B+

3.67
3.33

B+
A

3.33
4.00

American States Water Co.
Aqua America, Inc.
Artesian Resources Corp.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3
2
2
3
3
2

1.05
0.80
0.80
1.05
1.05
0.65

B++
B+
B+
B+
B

B++

3.67
3.33
3.33
3.33
3.00
3.67

B+
A.
B+
A_
B+

3.33
3.67
3.33
3.67
3.33

Average 2.6 0.91 B+ 3.42 B+/A- 3.52

Villadsen Water Sample

American States Water Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

3.0
3.0
3.0
2.0
2.0
3.0
3.0
2.0

0.95
0.90
1.05
0.80
0.80
1.05
1.05
0.65

B++
B+

B++
B+
B+
B+
B

B+

3.67
3.33
3.67
3.33
3.33
3.33
3.00
3.33

B+
A
B+
A-
B+
A.
B+

3.33
4.00
3.33
3.67
3.33
3.67
3.33

Average 2.6 0.91 B+ 3.37 B+lA- 3.52

Sources: Standard & Poor's Stock Guide and Value Line Investment Survey.
l



Exhibit (DCP-1 )
Schedule 11

ARIZONA-AMERICAN WATER COMPANY
PRE-TAX COVERAGE

ITEM PERCENT
COST
RATE

WEIGHTED
cosT

PRE-TAX
COST

Short-Term Debt 10.98% 5.37% 0.59% 0.59%

Long-Term Debt 47.40% 5.46% 2.59% 2.59%

Common Equity 41.62% 10.000% 4.16% 5.94% (1)

TOTAL CAPITAL 100.00% 7.34% 10.12%

(1) Post-tax weighted cost divided by .60 (composite tax factor)

Pre-tax coverage 10.12%/(0.59% + 2.59%)
3.18 X

Standard 8. Poor's Utility Benchmark Ratios:

A BBB

Pre-tax coverage (X)
Business Position:

3 2.8x .. 3.4x 1.8x- 2.8x

Total Debt to Total Capital (%)
Business Position

3 50% - 55% 55% - 65%

Note: Standard & Poor's no longer employs the pre-tax coverage
ratios as one of its qualitative ratings criteria. The above-cited

S&P benchmark ratios reflect the 1999 criteria reported by S8<P.

Ann
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Exhlblt___(Dcp-1)
Schedule 12

SUMMARY OF DISCOUNTED CASH FLOW AND CAPITAL ASSET PRICING MODEL RESULTS
As DEVELOPED IN ARIZONA-AMERICAN WATER COMPANY WITNESS VILLADSEN'S TESTIMONY

Group/Company
Simple Multi-Stage

DCF Results DCF Results
Long-Term Risk-Free Rate

CAPM Results ECAPMResits ECAPM Results
. . 10.5f>s) . . (1.5%)

Sharl~Term Rilh-FIBQ Ran
CAPM Rania EGI\PM Rudi!ECMPM Resul t ECAPM R-una

.11-.em £2991 . . . .  can . .

Water Sample

American States Waker Co.
Aqua America, Inc.
California Water Service Group
Connecticut Water Service, Inc.
Middlesex Water
SJW Corporation
Southwest Water Co.
York Water Company

9.0%
13.1%
12.1 %
4.8%
4.7%
12.4%
15.6%
3.8%

8.1%
B.6%
9.2%
7.8%
7.9%
7.9%
8.5%
7.3%

10.6%
9.6%
12.1%
9.2%
9.5%
11.5%
10.5%
5.8%

10.5%
9.7%
12.0%
9.3%
9.7%
11.5%
10.6%
6.1%

10.7%
9.9%
11.8%
9.5%
9.9%
11.4%
10.7%
6.9%

10.0%
B.B%
11.8%
B,2%
8.8%
11.2%
10.0%
4.0%

10.0%
5.9%
11.6%
8.4%
5.9%
11.0%
10.0%
4.8%

10.0%
9.1%
11.4%
B.7%
9.1%
10.9%
10.0%
5.5%

10.1%
9.3%
11.2%
8.9%
9,3%
10.8%
10.1%
6.3%

Mean 9.4% 8.2% 9.9% 93% 10.1% 9.1% 9.2% 9.3% 9,5%

Median 10.6% 8.0% 10.1% 10.2% 10.3% 9.4% 9,5% 9.5% 9.7%

Gas LDC Sample

AGL Resources
At nos Energy
Nicer
Ladede Group
New Jersey Resources
Norhwest Nature\ Gas
Piedmont Natural Gas
South Jersey Industries
Southwest Gas
WGL Resources

9.9%
10.1%
8.5%
7.7%
8.1%
8.4%
9.1%
10.4%
B.4%
7.9%

9.6%
9.8%
9.3%
9.0%
8.3%
5.2%
9.0%
8.5%
B. 1%
8.9%

9.2%
9.2%
105%
10.1%
9.2%
9.6%
92%
9.2%
9.5%
9.2%

9.3%
9.3%
10.5%
10.2%
9.3%
9.7%
9.3%
9.3%
9.7%
9.3%

9.5%
9.5%
10.7%
10.3%
9.5%
9.9%
9.5%
9.5%
9.9%
9.5%

8.2%
8.2%
10.0%
9.4%
8.2%
8.8%
8.2%
8.2%
8.8%
8.2%

8.4%
8.4%
10.0%
9.5%
8.4%
8.9%
8.4%
8.4%
8.9%
8.4%

8.7%
8.7%
10.0%
9.6%
8.7%
9.1%
5.7%
8.7%
9.1%
8.7%

8.9%
8.9%
1 Q. 1 %
9.7%
8.9%
9.3%
8.9%
8.9%
9.3%
8.9%

Mean 8.9% 8.9% 9.5% 9.5% 9.8% 8.6% 8.8% 9.0% 9.2%

Median 8.5% 9,0% 9.2% 93% 9.5% 8.2% 8.4% 8.7% 8.9%

Sources: Villadsen testimony, Table Nos. BV-6_ BV-7, BV-1 o, BV-19,and BV-22.
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY, INC.

DOCKET no. W-01303A-08-0227

Arizona-American Water Company ("AAWC" or "Company") is a certificated Arizona public
service corporation that provided water utility service in various communities throughout the
state. On May 1, 2008, AAWC filed arr application for a permanent rate increase. This filing
originally included 10 of the Company's .systems but the Company withdrew 3 of them, leaving
7 systems. The Company utilized a test year ended December 31, 2007.

Agua Fria Water District:

Staff's recommended rates would have a residential 5/8 x 3/4 inch meter customer
consuming the averageusage of 7,400 gallons per month paying $31.47, or $7.32 more than the
current $24.16 for a 30.28 percent increase. By comparison, a residential 5/8 x 3/4-inch meter
customer consuming the average usage of 7,400 gallons per month under the Company's
proposed rates would be billed $38.48, or $14.32 more than die current $24.16 for a 59.28
percent increase.

Havasu Water District:

StaH"s recommended rates would have a residential 5/8 x 3/4 inch meter customer
consuming the average usage of 9,705 gallons per month paying $51.61, or $15.02 more than the
current $36.59 for a 41.06 percent increase. By comparison, a residential 5/8 x 3/4-inch meter
customer consuming the average usage of 9,705 gallons per month under the Company's
proposed rates would be billed $68.07, or $31.48 more than the current $36.59 for an 86.04
percent increase.

MohaveWater District:

Staff's recommended rates would have a residential 5/8 x 3/4 inch meter customer
consuming the average usage of 8,073 gallons per month paying $18.40, or $0.96 more than the
current $17.44 for a 5.49 percent increase. By comparison, a residential 5/8 x 3/4-inch meter
customer consuming the average usage of 8,073 gallons per month under the Company's
proposed rates would be billed $24.50, or $7.06 more than the current $17.44 for a 40.46 percent
increase.

Paradise Valley Water District:

Staffs recommended rates would have a residential 5/8 x 3/4 inch meter customer
consuming the average usage of 20,493 gallons per month paying $58.12, or $8.93 more than the
current $49.20 for a 18.14 percent increase. By comparison, a residential 5/8 x 3/4-inch meter
customer consuming the average usage of 20,493 gallons per month under the Company's
proposed rates would be billed $70.54, or $21.34 more than the current $49.20 for a 43.37
percent increase.



Sun City West Water District

Staff's recommended rates would have a residential 5/8 x 3/4 inch meter customer
consuming the average usage of 6,704 gallons per month paying $32.01, or $12.49 more than the
current $19.51 for a 64.01 percent increase. By comparison, a residential '5/8 -x 3/4-inch meter
customer consuming the average usage of 6,704 gallons per month under the Company's
proposed rates would be billed $35.09, Or $15.58 more than the current $19.51 for a 79.83
percent increase

Tubac Water District

Staff's recommended rates would have a residential 5/8 x 3/4 inch Meter customer
consuming the average usage of 11,797 gallons per month paying $70.19, or $20.73 more than
the current $49.46 for a 41.90 percent increase. By comparison, a residential 5/8 x 3/4-inch
meter customer consuming the average usage of 11,797 gallons per month under the Company's
proposed rates would be billed $85.44, or $35.97 more than the current $49.46 for a 72.73
percent increase

Staff recommends approval of its rates and charges
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Direct Testimony of Marvin E. Millsap
DOcket n w-0103A-08-0227
Page 1

1 INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3

4

5

My name is Marvin E. Millsap. I am a Public Utilities Analyst IV employed by the

Arizona Corporation Commission ("ACC" or "Commission") in the Utilities Division

("Stalff"). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7

8

Q-

A.

9

10

11

Briefly describe your responsibilities as a Public Utilities Analyst I V .

In my capaci ty as a Publ ic Ut i l i t ies Analyst  W , I  analyze and examine account ing,

financial, statistical and other information and prepare reports based on my analyses that

present Staffs recommendations to the Commission on utility revenue requirements, rate

design and other matters.

12

13 Q- Please describe your educational background and professional experience.

14 In 1991, I received a Masters degree in Business Administration, with a major in

15

16

17

18

19

20

management. My studies included courses in economics, finance, research, information

systems, entrepreneurship and marketing..In 1970, I graduated from Arizona State

University, receiving a Bachelor of Science degree in Accounting. I am a Certified Public

Accountant licensed to practice Public Accounting with the Arizona State Board of

Accountancy. I have previously been licensed to practice Public Accounting with the

Kansas and South Carolina State Boards of Accountancy. In addition, I am a Certified

21

22

Government Financial Manager ("CGFM") as designated by the Association of

Govenunent Accountants ("AGA"). I have attended various seminars and classes on such

23

24

25

26

A.

A.

subjects as accounting, auditing, financial reporting, management of people and

organizations taxation, financing of water and wastewater systems and utility regulatory

issues sponsored by the National Association of Regulatory Utility Commissioners',

American Institute of Certified Public Accountants and the AGA. I am a member of the



Direct Testimony of Marvin E. Millsap
Docket No. W-0103A-08-0227
Page 2

American Institute of Certified Public Accountants and the Association of Government

Accountants. I have also attained the designations of "Competent Communicator" and

Competent Leader" with Toastmasters, International

I joined the Commission as a Public Utilities Analyst in October of 2007. Previously, I

was employed by the Kansas Corporation Commission from May 1993 to May 1997, as a

Managing Regulatory Utility Auditor and the Arizona Corporation Commission from

November 1989 through May 1993, first as a Utilities Auditor and subsequently as a Rate

Analyst and Senior Rate Analyst. In May 1997, I began worldng as a Senior Auditor with

the Federal Communications Commission in Washington, DC, and subsequently became a

Public Utilities Specialist with the Western Area Power Administration in Phoenix where I

worked in Power Marketing and purchased power contract management. Most recently I

worked for the U. S. State Department in Charleston, SC, as a Post Allotment Accountant

and assisted with training of the Budget and Finance Staff at several Embassies in Europe

Africa and South America

Prior to accepting State regulatory positions, I was employed with national and local

Certified Public Accounting firms for approximately 12 years performing financial and

operational audits, as well as providing tax and accounMg services. Additionally, I was

involved wide municipal electric, namal gas, water and waste water utility system operations

and accounting for approximately 8 years at the City of Mesa and the Town of Wickenburg

Arizona. My experience includes being Chief Financial Officer of a construction company

and a real estate development company, as well as managing commercial and residential

construction projects. I have also been a Business Law instructor for the Limbers CPA

Review Course



Direct Testimony of Marvin E. Millsap
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1

2

3

4

5

Have you previously testified as an expert witness?

Yes. Shave destiNed before the Kansas Corporation Commission 'M several electric and gas

utilities' rate cases, and regarding telecommunications issues. In addition, I have testif ied

before the Arizona Corporation Commission. Shave also testified as an expert witness before

the Interstate Commerce Commission.

6

7 Q.

8

9

What is the scope of your testimony in this case?

I am presenting Staffs testimony and schedules addressing rate design of the six water

systems included in this case. .

10

11 Q.

12

13

14

15

16

What is the basis of your testimony in this case? L

A regulatory audit of the Company's application and records was performed by Staffs The

regulatory audit consisted of examining and testing financial information, accounting

records, and other supporting documentation and verifying that the accounting principles

applied were in accordance with the Commission adopted National Association of

Regulatory Utility Commissioners ("NARUC") Uniform System of Accounts ("USOA").

17

18 RATE DESIGN

19

20

Agua Fria Water Distriet

Q-

21

Have you prepared a schedule summarizing the present, Company proposed, and

Staff recommended rates and service charges?

22 Yes. A summary of the present, Company proposed, and Staff recommended rates and

23

24

service charges for the Agua Fria, Havasu, Mohave, Paradise Valley, Sun City West and

Tubae Districts, or water systems, are provided on Schedule MEM-1 for each district.

25

A.

A.

A.

A.

Q.

r'
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1 Q-

2

Would you please summarize the present rate design for the Agua Fria Water

District?

3 A.

4

5

6

7

8

9

10

11

The present monthly minimum charges by meter size are as follows: 5/8 x %-inch $10.45,

1-inch $26.74, 1 %-inch $55.90, 2-inch $83.84, 3-inch $164.02, 4-inch $220.63, 6-inch

$425.22 This district does not have 8-inch, 10-inch or 12-inch meters. No gallons are

included in the monthly minimum charge. The present residential commodity rate is

$1.53 per thousand gallons for zero to 4,000 gallons, $2.22 per thousand gallons for 4,001

to 13,000 gallons, and $2.65 per thousand gallons for any consumption over 13,000

gallons. The present commercial commodity rate tiers vary by meter size, but are

generally $2.22 per thousand gallons for the first tier, and $2.65 per thousand gallons for

any consumption over the first tier.

12

13

14

The monthly charge for ire sprinkler service varies depending on .meter size. There are

zero gallons included in the monthly minimum charge.

15

16 Q-

17

Would you please summarize the Company's proposed rate design for the Agua Fria

Water District?

18

19

20

21

22

23

The Company's proposed monthly minimum charges by meter size are as follows: 5/8 x

%-inch $l5.00, 1-inch $38.38, 1 %-inch $80.24, 2-inch $120.34, 3-inch $235;44, 4-inch

$316.99, 6-inch $610.36. This district does not have 8~inch, 10-inch or 12-inch meters.

Zero gallons are included in the monthly minimum charge. The Company proposes a

residential commodity rate of $2.926 per thousand gallons for zero to 4,000 gallons,

$3.463 per thousand gallons for 4,001 to 13,000 gallons, and $3.670 per thousand gallons

24 for any consumption over 13,000 gallons. The proposed commercial and industrial

25

26

A.

commodity rate tiers vary by meter size, but are generally $3.463 per thousand gallons for

the first tier, and $3.670 per thousand gallons for any consumption over the first tier.
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1

2

The proposed monthly charge for fire sprinkler service varies by meter size. There are

zero gallons included in the monthly minimum charge.

3

4 Q. Would you please summarize Staffs recommended rate design for the Agua Fria

Water District?5

6 A.

7

8

9

10

11

12

13

14

15

16

17

18

19

Yes. Staff recommends Staffs rates and charges presented on Schedule MEM-1. Briefly,

Staffs recommended monthly minimum charges by meter size are as follows: 5/8 x %-

inch $14.55, l-inch $36.38, l %-inch $72.75, 2-inch $116.40; 3-inch $232.80, 4-inch

$363.75, 6~inch $727.50, 8-inch $1,164.00, 10-inch $1,673.25, and 12-inch $3,128.25.

Zero gallons are included in the monthly minimum charge. Staff recommends an inverted

tier rate design that consists of three tiers for the residential commodity rate of $2.02 per

thousand gallons for zero to 4,000 gallons, $2.60 per thousand gallons for 4,001 to 13,000

gallons, and $3.10 per thousand gallons for any consumption over 13,000 gallons. The

additional tier for the residential 5/8 x 3/4~inch meters is for the first 4,000 gallons, an

estimate of residential non-discretionary use. Except for the 4,000 gallon break-over point

for the non-discretionary tier, break-over points increase by meter size. Staffs

recommended commercial commodity rate tiers vary by meter size, but are generally

$2.60 per thousand gallons for the first tier, and $3.10 per thousand gallons for any

consumption over the fist tier.

20

21

22

23

Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 5/8 x % inch

meter customers is provided in Schedule MEM-2. .

.I

24
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1 Q-

2

3 A.

4

5

6

7

8

What is the rate impact on a 5/8 x %-inch meter residential customer using an

average consumption of 7,400 gallons?

The average usage of residential 5/8 x %-inch meter customers is 7,400 gallons per month.

The average residential 5/8 x %-inch meter customer would experience a $14.32 or 59.28

percent increase in his/her monthly bill from $24.16 to $38.38 under the Company's

proposed rates and a $7.32 or 30.28 percent increase in his/her monthly bill firm $24.16

to $31.47 under Staff's recommended rates. Please see Staffs. Schedule MEM-2, typical

bill analysis for residential 5/8 x % inch meter customers.

9

10 Havasu Water District

11 Q-

12

13

14

15

16

17

18

19

Would you please summarize the present rate design for the Havasu Water District?

The present monthly minimum charges by meter size are as follows: 5/8 x %pinch $17.40,

1-inch $29.84, 2-inch $58.91, 3-inch $80.15, 4-inch $101.39. This district does not have

l l/2-inch, 6-inch, 8-inch, 10-inch or 12-inch meters . No ga l lons are included in the

moodily minimum charge. The present residential commodity rate is $1.68 per thousand

gallons for zero to 4,000 gallons, $2.19 per thousand gallons for 4,001 to 13,000 gallons,

and $2.50 per thousand gal lons for any consumption over 13,000 gal lons. The present

commercial commodity rate tiers vary by meter size, but are generally $2.10 per drousand

gallons for the first tier, and $2.50 per thousand gallons for any consumption over the first

tier.20

21

22 Q-

23

Would you please summarize the Company's proposed rate design for the Havasu

Water District?

24 5/8 x

25

The Company's proposed monthly minimum charges by meter size are as follows:

%-inch $28 .00 ,  1-inch $48 .18 ,  2-inch $94 .80 ,  3-inch $128 .98 ,  4-inch $163 .16 . This

I

d

26

A.

A.

district does not have 11/2-inch, 6-inch, 8-inch, 10-inch or 12-inch meters. Zero gallons
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1

2

3

4

5

6

are included in the monthly minimum charge. The Company proposes a residential

commodity rate of $4.033 per thousand gallons for zero to 4,000 gallons, $4.196 per

thousand. gallons for 4,001 to 13,000 gallons, and $4.555 per thousand gallons for any

consumption over 13,000 gallons. The proposed commercial commodity rate tiers vary by

meter size, but are generally $4.196 per thousand gallons for the first tier, and $4.555 per

thousand gallons for any consumption over the first tier.

7

8 Q-

9

10

11

12

13

14

15

16

17

18

19

20

21

Would you please summarize Staff's recommended rate design for the Havasu

Water District?

Yes. Staff recommends Staff's rates and charges presented on Schedule MEM-1. Briefly,

Staff's recommended monthly minimum changes by meter size are as follows: 5/8 x %-

inch $24.54, 1-inch $61.36, 1 %-inch $122.71, 2-Mch $196.34, 3-inch $392.68, 4-inch

$613.57, 6-inch $l,227.l4, 8-inch s1,963.42 l0~inch $2,822.44 and 12-inch $5,276.68.

Zero gallons are included in the monthly minimum charge. Staff recommends an inverted

tier rate design that consists of three tiers for the residential commodity rate of $2.37 per

thousand gallons for zero to 4,000 gallons, $3.08 per thousand gallons for 4,001 to 13,000

gallons, and $3.53 per thousand gallons for any consumption over 13,000 gallons. The

additional tier for the residential 5/8 x 3/4-inch meters is for the first 4,000 gallons, an

estimate of residential non-discretionary use. Except for the 4,000 gallon break-over point

for the non-discretionary tier, break-over points increase by meter size. Staffs

recommended commercial commodity rate tiers vary by meter size, but are generally

$3.08 per thousand gallons for the first tier, and $3.53 per thousand gallons for any

consumption over the first tier.

24

u

I

A.
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Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 5/8 x % inch

meter customers is provided in Schedule MEM-2

5 Q What is the rate impact on a 5/8-inch x %-inch meter residential customer using an

average consumption of 9,705 gallons

The average usage of residential 5/8 x %-inch meter customers is 9,705 gallons per month

The average residential 5/8 x %-inch meter customer would experience a $31.48 or 86.04

percent increase in his/her monthly bill from $36.59 to $68.07 under the Company's

proposed rates and a $15.02 or 41.06 percent increase in his/her monthly bill from $36.59

to $51.61 under Staffs recommended rates. Please see Staffs Schedule MEM-2, typical

bill analysis for residential 5/8 x % inch meter customers

14 Mohave Water District

15 Q- Would you please summarize the present rate design for the Mohave Water District?

The present monthly minimum charges by meter size are as follows: 5/8 x %-inch $8.75

l-inch $21.25, 1 %-inch $42.50, 2~inch $68.00, 3-inch $136.00; 4-inch $2l5.00;l6-inch

$425.00. In addition to these rates for the Bullhead system, the Havasu system has the

following monthly minimum charges: 2-inch $39.68 and 4-inch $68.64. This district does

not have 8-inch, l0-inch or 12-inch meters. No gallons are included in the monthly

miNimum charge. The present residential commodity rate is $0.85 per thousand gallons

for zero to 4,000 gallons, $1.30 per thousand gallons for 4,001 to 13,000 gallons, and

$1.50 per thousand gallons for any consumption over .13,000 gallons. The present

commercial commodity rate tiers vary by meter size, but are generally $1.30 per thousand

gallons for the first tier, and $1.50 per thousand gallons for any consumption over the first

tier for the Bullhead system. The present commercial commodity rate tiers for the.i-lavasu
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1

2

system are generally $1.55 per thousand gallons for the first tier, and $l.87 per thousand

gallons for any consumption over the first tier.

3

4

5

The monthly charge for lire sprinlder service varies depending on meter size. There are

zero gallons included in the monthly minimum charge.

6

7 Q- Would you' please summarize the Company 's  proposed rate design for the Mohave

Water  D is tr ic t?8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

The Company's proposed monthly minimum charges by meter size are as follows: 5/8 x

%-inch $12.00, 1-inch $29.14, 1 %-inch $58.29, 2-inch $93.26, 3-inch $l88.5l, 4-inch

$294.86, 6-inch $582.86 In addition to these proposed rates for the Bullhead system, the

Havasu system has the following proposed monthly minimum charges: 2-inch $54.69 and

4~inch $94.13. This district does not have 8-inch, 10-inch or 12-inch meters. Zero gallons

are included in the monthly minimum charge. The Company proposes a residential

commodity rate of $1.471 per thousand gallons for zero to 4,000 gallons, $1.625 per

thousand gallons for 4,001 to 13,000 gallons, and $1.744 per thousand gallons for any

consumption over 13,000 gallons. The proposed commercial commodity rate tiers vary by

meter size, but are generally $1.625 per thousand gallons for the Erst tier, and $1.744 per

thousand gallons for any consumption over the first tier for die Bullhead system. The

proposed commercial commodity rate tiers for the Havasu system are generally $1.944 per

thousand gallons for the first tier, and $2.174 per thousand gallons for any consumption

over the first tier.

23

24

25

The proposed monthly charge for fire sprinkler service varies by meter size. There are

zero gallons included in the monthly minimum charge.

f

26

A.
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1 Q- .Would you please summarize Staffs recommended rate design for the Mohave

Water District? ~, .2

3 A.

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Yes. Staff recommends Staffs rates and charges presented on Schedule MEM-1. Briefly,

Staffs recommended monthly minimum charges by meter size are as follows: 5/8 x %-

Meh $9.10, 1-inch $22.75, 1 %-inch $45.60, 2-inch $72.80, 3-inch $145.60, 4-inch

$227.50; 6-inch $455.00, 8-inch $728.00, 10-inch $1,046.50, and 12-inch $1,956.50. In

addition to these recommended rates for the Bullhead system, the Havasu system has the

following recommended monthly minimum charges: 2-inch $41.52 and 4-inch $71.45.

Zero gallons are included in the monthly minimum charge. Staff recommends an inverted

tier rate design that consists of three tiers for the residential commodity rate of $0.90 per

thousand gallons for zero to 4,000 gallons, $1.40 per thousand gallons for 4,001 to 13,000

gallons, and $1.66 per thousand gallons for any consumption over 13,000 gallons. The

additional tier for the residential 5/8 x 3/4-inch meters is for the first 4,000 gallons, an

estimate of residential non-discretionary use. Except for the 4,000 gallon break-over point

for the non-discretionary tier, break-over points increase by meter size. Staff' s

recommended commercial commodity rate tiers vary by meter size, but are generally

$1.40 per thousand gallons for the first tier, and $1.66 per thousand gallons for any

consumption over the first tier for the Bullhead system- The proposed commercial

commodity rate tiers for the Havasu system are generally $1.60 per thousand gallons for

the first tier, and $1.94 per thousand gallons for any consumption over the first tier.

21

22

23

24

Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 5/8 x % inch

meter customers is provided in Schedule MEM-2.

r

25
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1 Q.

2

3 A.

4

5

6

7

8

What is the rate impact on a 5/8 X %-inch meter residential custom.er using an

average consumptionof 8,073 gallons?

The average usage of residential 5/8 x %-inch meter customers is 8,073 gallons per month.

The average residential 5/8 x %-inch meter customer would experience a $7.06 or 40.46

percent increase in his/her monthly bill 80m $17.44 to $24.50 under the Company's

proposed rates and a $0.96 or 5.49 percent increase in his/her monthly bill from $17.44 to

$18.40 under Staffs recommended rates. Please see Staffs Schedule MEM-2, typical bill

analysis for residential 5/8 x % inch meter customers. ,

9

10

11 Q.

12

Paradise Valley Water Distriet

Would you please summarize the present rate design for the Paradise Valley Water

District?

13

14

15

16

17

18

19

20

21

The present monthly minimum charges by meter size are as follows: 5/8 x %-inch $24.34,

%-inch $25.18, 1-inch $40.60, 1 %-inch $81.98, 2-inch $130.65, 3-inch $242.09, 4-inch

$402.85, 6-inch $806.97. This district does not have 8-inch, 10-inch or l2~inch meters.

No gallons are included in the monthly minimum charge. The present residential

commodity rate is $1.213 per thousand gallons for zero to 25,000 gallons, $2.103 per

thousand gallons for 25,001 to 80,000 gallons, and $2.633 per thousand gallons for any

consumption over 80,000 gallons. The present commercial commodity rate tiers vary by

meter size, but are generally $2.103 per thousand gallons for the inst tier, and $2.633 per

thousand gallons for any consumption over the first tier.

22

23

24

The monthly charge for fie sprinkler service varies depending on meter size. There are

zero gallons included in the monthly minimum charge.

25

A.
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1 Q- Would you please summarize. the Company's proposed rate design for the Paradise

2

3 .A.

Valley Water District?

The Company's proposed monthly minimum charges by meter size are as follows: 5/8 x

4

5

6

7

8

9

%-inch $28.00, %-inch $28.97, l-inch $46.71, 1 %-inch $94.31, 2-inch $150.30, 3-inch

$278.49, 4-inch $463.43, 6-inch $928.3l. This district does not have 8-inch, 10-inch or

12-inch meters. Zero gallons are included in the monthly minimum charge. The

Company proposes a residential commodity rate of $1.288 per thousand gallons for zero

to 4,000 gallons, $2.233 per thousand gallons for 4,001 to 20,000 gallons, $2.796 per

thousand gallons for 20,001 to 65,000 gallons, $3.359 per thousand gallons for 65,001 to

10 125,000 and $3.879 per thousand gallons for any consumption over 125,000 gallons. The

11

12

proposed commercial commodity rate tiers vary by meter size, but are generally $2.233

per thousand gallons for the Erst tier, and $2.980 per thousand gallons for any

13 consumption over the Erst tier.

14

15

16

The proposed monthly charge for fire sprinlder service varies by meter size. There are

zero gallons included in the monthly minimum charge.

17

18 Q-

19

Would you please summarize Staff's recommended rate design for the Paradise

Valley Water District?

20

21

22

23

24

25

n

26

A. Yes. Staff recommends Staff's rates and charges presented on Schedule MEM-l. Briefly,

Staffs recommended monday minimum charges by meter size are as follows: 5/8 x %-

inch $28.00, %-inch $28.95, 1-inch $55.00, l %-inch $107.00, 2-inch $170.00, 3-inch

$293.00, 4-inch $488.00, 6-inch $976.00, 8-inch $2,256.61, 10-inch $3,243.88, and 12-

inch $6,064.64. Zero gallons are included in the monthly minimum charge. Staff

recommends an inverted tier rate design that consists of three tiers for the residential

commodity rate of $1.47 per thousand gallons for zero to 25,000 gallons, $2.55 per
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1

2

3

4

thousand gallons for 25,001 to.80,000 gallons, and $3.12 per thousand gallons for any

consumption over 80,000 gallons. Staffs recommended commercial commodity rate tiers

vary by meter size, but are generally $2.55 per thousand gallons for the first tier, and

$3.12 per thousand gallons for any consumption over the 61st tier.

5

6

7

8

9

10

Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. Staff did not adopt the Company's proposed five

tier methodology because the increments between the tiers were not large enough to get

the customers' attention. A typical bill analysis for residential 5/8 x % inch meter

customers is provided in Schedule MEM-2 .

11

12 Q- What is the rate impact on a 5/8 x %-inch meter residential customer using an

13

14

15

16

17

18

19

average consumption of 20,493 gallons?

The average usage of  residential 5/8 x %-inch meter customers is 20,493 gallons per

month. The average residential 5/8 x %-inch meter customer would experience a $21.34

or 43.37 percent  increase in his/her monthly bi l l  f rom $49.20 to $70.54 under the

Company's proposed rates and a $8.93 or 18.14 percent increase in his/her monthly bill

f rom $49.20 to $58.12 under Staf fs recornrnended rates. Please see Staffs Schedule

MEM-2, typical bill analysis for residential 5/8 x % inch meter customers.

20

21 Sun City West Water District

22 Q-

23

Would you please summarize the present rate design for the Sun City West Water

District?

24

25

The present monthly minimum charges by meter size are as follows: 5/8 X %-inch $9.57,

l-inch $24.40, l %-inch $52.28, 2-inch $76.68, 3-inch $l32.43, 4-inch 8196.90, 6-inch

26

A.

$270.08 This district does not have BA-inch, 8-inch, 10-inch or 12-inch meters. No
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1

2

3

4

5

6

gallons are included in the monthly minimum charge. The present residential commodity

rate is $1.31 per thousand gallons for zero to 4,000 gallons,-$1.74 per thousand gallons for

4,001 to 15,000 gallons, and $2.01 per thousand gallons for any consumption over 15,000

gallons. The present commercial commodity rate tiers vary by meter size, but are

generally $1.74 per thousand gallons for the first tier, and $2.01 per thousand gallons for

any consumption over the first tier.

7

8

9

The monthly charge for fire 'sprinkler service varies depending on Meter size. There are

zero gallons included in the monthly minimum charge.

10

11 Q.

12

Would you please summarize the Company's proposed rate design for the Sun City

West Water District?

13 The Company's proposed monthly minimum charges by meter size are as follows: 5/8 x

14 1

15

16

17

18

19

20

21

%-inch $15.00, 1-inch $38.24, %-inch $81.94, 2-inch $120.19, 3-inch $207.57, 4-inch

$308.62, 6-inch $423.32 This district does not have %-inch. 8-inch, 10-inch or 12-inch

meters. Zero gallons are included in the monthly minimum charge. The Company

proposes a residential commodity rate of $2.880 per thousand gallons for zero to 4,000

gallons, $3.171 per thousand gallons for 4,001 to 15,000 gallons, and $3.413 per thousand

gallons for any consumption over 15,000 gallons. The proposed commercial commodity

rate tiers vary by meter size, but are generally $3.171 per thousand gallons for the first

tier, and $3.413 per thousand gallons for any consumption over the first tier.

22

23

24

The proposed monthly charge for Ere sprinkler service varies by meter size. There are

zero gallons included in the monthly minimum charge.

25

A.
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1 Q-

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Would you please summarize Staff's recommended rate design for the Sun City West

Water District?

Yes. Staff recommends Staffs rates and charges presented on Schedule MEM-1. Briefly,

Staffs recommended monthly minimum charges by meter size are as follows: 5/8 x %-

inch $15.30, 1-inch $38.25, 1 %-inch $76.50, 2-inch $122.40, 3-inch 3244.80, 4-inch

$382.50, 6-l.l'lch $765.00, 8-inch $1224.00, 10-inch $1,759.50, and 12-inch $3,289.50.

This district does not have %-inch meters. Zero gallons are included in the monthly

minimum charge. Staff recommends an inverted tier rate design that consists of three tiers

for the residential commodity rate of $2.25 per thousand gallons for zero to 4,000 gallons,

$2.85 per thousand gallons for 4,001 to 15,000 gallons, and $3.40 per thousand gallons for

any consumption over 15,000 gallons. The additional tier for the residential 5/8 x 3/4 inch

meters is for the first 4,000 gallons, an estimate of residential non-discretionary use.

Except for the 4,000 gallon break-over point for the non-discretionary tier, break-over

points increase by meter size. Staff's recommended commercial commodity rate tiers

vary by meter size, but are generally $2.85 per thousand gallons for the first tier, and

$3.40 per thousand gallons foray consumption over the first tier.

17

18

19

20

Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 5/8 x % inch

meter customers is provided in Schedule MEM-2.

21

22 Q-

23

What is the rate impact on a 5/8 x %-inch meter residential customer using an

average consumption of 6,704 gallons?

24

25

26

A.

A.

The average usage of residential 5/8 x %-inch meter customers is 6,704 gallons per month.

The average residential 5/8 x %-inch meter customer would experience a $15.58 or 79.83

percent increase in his/her monthly bill from $19.51 to $35.09 under the Company's
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1

2

3

proposed rates and a $12.49 or 64.01 percent increase in his/her monthly bill..from $19.51

to $32.01 under Staffs recommended rates. Please see Staffs Schedule MEM-2, typical

bill analysis for residential 5/8 x % inch meter customers.

4

5 Tubae Water District

6 Q-

7

8

9

10

11

12

13

14

15

Would you please summarize the present rate design for the Tubae Water District?

The present moodily minimum charges by meter size are as follows: 5/8 x %-inch $19.68,.

1-inch $29.63, 1 %-inch $59.26, 2-inch $97.49, 3-inch:$ll5.65. This district does not

have %-inch meters nor 4-inch through 12-inch meters. No gallons are included in the

monthly minimum charge. The present residential commodity rate is $1.89 per thousand

gallons for zero to 4,000 gallons, $2.85 per thousand gallons for 4,001 to 20,000 gallons,

and $3.41 per thousand gallons for any consumption over 20,000 gallons. The present

commercial commodity rate tiers vary by meter size, but are generally $2.85 per thousand

gallons for the first tier, and $3.41 per thousand gallons for any consumption over the first

tier.

16

17 Q-

18

Would you please summarize the Company's proposed rate design for the Tubac

Water District?

19 5/8 x

20

The Company's proposed monthly minimum charges by meter size are as follows:

%-inch $32.50, 1-inch $48.63, 1 %-inch $97.86, 2-inch $161.00, 3-inch $190.99. This

21

22

23

24

I

25

A.

A.

district does not have %-inch meters nor 4-inch through 12-inch meters. Zero gallons are

included in the monthly minimum charge. The Company proposes a residential

commodity rate of $3.780 per thousand gallons for zero to 4,000 gallons, $4.850 per

thousand gallons for 4,001 to 20,000 gallons, and $4.950 per thousand gallons for any

consumption over 20,000 gallons. The proposed commercial commodity rate tiers vary by
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1

2

meter size, but are generally $4.850 per thousand gallons for the first tier, and $4.950 per

thousand gallons for any consumption over the first tier,

3

4 Q.

5

Would you please summarize Staff's recommended rate design for the Tubae Water

District?

6

7

8

9

10

11

12

13

14

15

16

17

18

19

Yes. Staff recommends StafT"s rates and charges presented on Schedule MEM-l. Briefly,

Staffs recommended monthly minimum charges by meter size are as follows: 5/8 x %-

inch $28.73, 1-inch $71.83, l %-inch $143.66, 2-inch $229.86, 3-inch $459.72, 4-inch

$718.32, 6-11'1Ch $1,436.64, 8-inch $2,298.62, 10-inch $3,304.27, and 12-inch $6,l77.55.

This district does not have %-inch meters. Zero gallons are included in the monthly

minimum charge. Staff recommends an inverted tier rate design that consists of three tiers

for the residential commodity rate of $2.76 per thousand gallons for zeroth 4,000 gallons,

$3.90 per thousand gallons for 4,001 to 20,000 gallons, and $4.98 per thousand gallons for

any consumption over 20,000 gallons. The additional tier for the residential 5/8 x 3/4-inch

meters is for the first 4,000 gallons, an estimate of residential non-discretionary Use.

Except for the 4,000. gallon break-over point for the non-discretionary tier, break-over

points increase by meter size. Staffs recommended commercial commodity rate tiers

vary by meter size, but are generally $3.90 per thousand gallons for the first tier, and

$4.98 per thousand gallons for any consumption over the first tier.

20

21

22

23

Efficiency in water use is encouraged by producing a higher customer bill with increased

consumption or use of a larger meter. A typical bill analysis for residential 5/8.x % inch

meter customers is provided in Schedule MEM-2 .

1.

24

A.
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1 Q-

2

3

_What is the rate impact on a 5/8 x %-inch meter iesidential customer using an

average consumption of 11,797 gallons?

The average usage of residential 5/8 x %-inch meter customers is 11,797 gallons per

4 month. The average residential 5/8 x %-inch meter customer would experience a $35.97

5

6

7

8

or 72.73 percent increase in his/her monthly bill from $49.46 to $85.44 under the

Company's proposed rates and a $20.73 or 41.90 percent increase in his/her monthly bill

from $49.46 to $70.19 under Staffs recommended rates. Please see Staffs Schedule

MEM-2, typical bill analysis for residential 5/8 x % inch meter customers.

9

10 Does this conclude your direct testimony?

11

Q-

A.

A.

Yes, it does.
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ARiZONA-AMERICAN . AGUA FRIA WATER
Docket No. WD1303A-08-0227
Test Year Ended: 12/31/07

Schedule MEM-1
Pag e 1 of  2

R A T E D E S I G N
Line

P r e s e n t
Ra t es

C o m p a n y
P r opos ed

$
s
s
s
s
s
s

10 . 45
26 . 74
55 . 90

.B3.B4
1 6 4 . 0 2
220 . 63
4 2 5 . 2 2

s
$
s
s
s
s
s

15. 00
38, 38
80. 24

1 2 0 . 3 4
235 , 44
315 . 69
510 . 36

N / A
N / A
N / A

N / A
N / A
N / A

Staf f
R e c o m m e n d e d

$ 14 . 55
$ 36 . 38
s 7 2 . 7 5
s 1 1 8 . 4 0
s 232 . 80
$ 353 . 75
$ 7 2 7 . 5 0
s  1 , 1 5 4 . 0 0
s  1 , 6 7 3 . 2 5
s  3 , 1 2 8 . 2 5

s 191 . 75 s 275 . 24 s 2 2 2 . 4 3

$
s
s
s

27. 25
4 0 . 8 6
54. 48

163. 44

s
s
s
s

49 . 60
74 . 37
99. 15

297 . 48

s
s
s
s

31 .64
4 7 . 4 0
63 . 20

189 . 59

Per 1 .000 Gallons
B loc k

0 - 4 D00 Gallons
4,001 -  13,000 Gal lons
Over 13,000 Gal lons

s
s
s

1 . 53
2 . 2 2
2 . 65

s
s
s

2 . 926
3. 463
3 . 670

s
s
s

2 . 02
2 . 50
3.1 o

D to 13,000 Gallons
Over 13,000 Gal lons

s
s

2. 22
2 . 65

s
s

3. 463
3. 670

s
s

2 . 5 0
3 . 10

0 to 45,000 Gal lons
O ver 45 , 000  G a llons

s
s

2 . 22
2 . 65

s
s

3. 463
3 . 670

s
s

2 . 6 0
3 . 10

D to 100,000 Gallons
O ver  100 , 000  G a llons

s
s

2 . 22
2. 55

3. 463
3. 670

s
$

2 . 60
3 . 10

o to  150,000 G a l lo n s
O ve r  150 , 000 Gallons

2 . 22
2 . 65

s
s

3. 463
3. 670

s
s

2.G0
3 . 10

0 Io  300, 000 G allons
O ver  300 , 000  G a llons

s
s

2 . 22
2 . 65

s
s

3. 463
3 . 670

s
s

2 . 6 0
3 . 1 0

0 to 400,000 Gal lons
Over 400,000 Gal lons

s
s

2 . 22
2 . 65

s
s

3. 463
3. 670

s
s

2 . 6 0
3 . 10

0 t o  800, 000 G allons
O ver  a00 , 000  G a llons

s
s

2 . 22
2 . 65

s
s

3. 463
3. 670

s
s

2 . s 0
3 . 10

0 rD 1,125,000 Gallons
Over 1,125,000 Gal lons

s
s

2 . 22
2 . 65

s
s

3. 463
3 . 670

s
s

2 . 6 0
3 . 10

0 to 1,500,000 Gal lons
Over 1,s00_000 Gal lons

s
$

2 . 22
2. 65

s
s

3. 463
3. 670

s
$

2 . 8 0
3 . 10

o to 2,250,000 Gal lons
Over 2,250,000 Gal lons

s
s

2 . 22
2 . 65

s
s

3. 463
3. 670

s
$

2 . 6 0
3 . 10

0 tn a_0oo Gallons
O ver  8 , 000  G a llons

s
s

1 . 78
2. 24

s
s

2 . 926
3. 463

s
s

2 . 02
2 . 50

A ll G a llons

A ll G a llons

A ll G a llons

A li  G a llons

3.463

1.00

1.38

1.000

1.240

No.
1 M on t h lv M in im um
2 5 / 8  x  x 3 / 4 - inc h  M et e r
3  1 - i n c h  M e t e r
4  1 1 / 2 - i n c h  M e t e r
5  2 - i n c h  M e t e r
es  3- inch Meter
7  4 - i n c h  M e t e r
a  6 - i n c h  M e t e r
9  8 - i n c h  M e t e r
ID  10 - i nc h  M e t e r
11  12 - inc h  M e t e r
12
13 Other  Public  Ent i t ies  -  S tate Pr is ion
14
i s Month lv Service Charg e f or  F i re  Spr ink ler
1 6  4 - i n c h  M e t e r '
1 7  6 - i n c h Meter
18  8 - inc h  M e t e r
19  12 - inc h  M e t e r
2D
21
22 G allons  in  t he  M in imum
23
24
i s C o m m o d i t vR a t e s
i s (Res id ent ia l.  Commerc ial,  Ind ust r ia l)
27
28 5/8 x  3/4- inch Meter  Res id ent ia l
29
30
31
32 5/8  x  3 / 4- inch Meter  Commerc ia l
as .
34
35  1 - inc h  M et e r .
35
37
as  1  1 / 2- inch  Met er .
39
40
41 2~ inch Met er
42
43
44  3 - inc h  M e t e r
45 `
46
47  4 - inc h  M et e r
pa
49
50  6 - inc h  M et e r
51
52
53  8 - inc h  M et e r
54
55
Se 10- inch Met er
57
so
as  12 - inc h  M e t e r
60
51
62 A r izona  Wat er  Cont rac t
ea
64
as Other  Public  Ent i t ies  -  S tate Pr is ion
65
av O WU -  P l S u r p r i s e
so
es Pr ivate F i re Service
70
71 Ir r ig at ion/Bulk  -  Raw
72
73 Irr igat ion . .  Non Potable
74
75

An G allons

s

s

s

s

s

1.93

1.00

1.3B

0.50

0.62

$

$

$

s

s

s

$

$

s

s

2.24

1 .to

1 .38

2.80

2.60

I
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ARIZONA-AMERICAN . AGUA FRIA WATER
Docket No, w01303A-0B-0227
Test Year Ended: 12/'31/D7

samuuu MEM-1
Pigs 2 B12

Present
R ales

Company
Proposed

s u r f
Recommended

s 30.00 s 30.00 s s o n s
s 40. 00 s 40.00 s 4o.ao
s 10.00 s B1.0o s B1.0D
s 5. 00 s 5.00 s 5. 00
s 10.00 s 10.00 s 10.00
1.5% Per Mon 1.5% Par Mont 1.5% PerMonlh

NIA N/A W A
so

-

atl

to
of

one

on
on

Residential - two times the averagebill. ncnuusidential- two and one-half times Me utirrmlud maximum bill.

Present
Service Line

Charge

Prison!
Meter

lnstaNation
Ch l rgc

Total
Present
Charge

Company
Proposed

S e rv l u Lina
Charge

Company
Proposed

Meier
Installation

Charge

Company
Total

Proposed
Charge

Staff
Staff Recommended Sla fl

Recommended maker Total
Service Lips Installation Reuummendo-

Charge Charge Charge

'IG
17 Service Charges
Ra Establishment Re-establishment andlreeunnection of Sluice:
vo Regular Hours
an After Hours
at Water Meter Test (Ur Conest)
52 Meter ReRead (If correct)
as NSF Chad Charge
et Late Fee Charge
as Deferred Payment Finance Charge
as Dept Requirements Residential
av Deposit Requirements Non-Residential
so Deposit Interest
BD
90
at
so - Interest per [Per ACC Rule 14-2-4D3(B)]
so
94
DO
we
97
as
UD
loa Meter and service Una Installation Chimes
101. 5/B x 3/4-inch Meter
m 3/4-inch Meter
we 1-inch Meter
1o4 11/2-inch Meter
toe 2-inch Turblne Meter
ws 2-inch Compound Meter
Tm 3»inc:h Turbine Meter .
tis 3-inch Compound Meter
1o9 4-inch Turbine Meter
tie 4-inch Compound Meter
111 s-cum Turbine Meter
112 6-inch Compound Meter
113 B-inch or Larger
114
115 An applicant for water senlioe shall pay to the Company, as o refundable advance in aid d construction the full oust to provide the new service Bne and meter.

s 370.00
s 370.00
s 420.00
s 4so. oo
s sso. oo
s sao.oo
s 745.00
s 765.00
s  1 , 090. 00
s  1 , 120. 00
s  1 , 510 . 00
s 1,s: so.oo
A a u a l c o n

s 130. 00
s zos. oo
s 240.00
s 450.00
s 945.00
s  1 , 540 . 00
s  1 , 420 . 00
s  2 , 195 . 00
s  2 , 270 . 00
s  3 , 145 . 00
s  4 , 425 . 00
s  6 , 120 . 00
Anu l l  C os1

s 590.00
s 575.00
s ss0. oo
s 9ao.oc
s  1 , 5 2 5 . 0 0
s  z , z 2 0 . o o
s  2 , 1 s s . o o
s  2 , 9 6 0 . 0 0
s  3 , 3 5 0 . 0 0
s  4 , 2 8 5 . 0 0
s  6 , 0 3 5 . 0 0
s  7 , 7 5 0 . 6 0
A=n»al C061

Act ua l  C on
Auual Cas l
Actual Cost
A d u d  c a n
ActualC as i
A a u a l GUS(
Aaual C a d
A=¢uaI C951
Actual Cost
Advi l  Cost
Actual Cost
Actual Cg$(
Aaunl  C os!

A¢1ual Cost
Actual Cost
Actual Cos!
Actual C051
A a u a l  c a n
Aaual Cos\
Actual Cost
Aaual Cost
Actual Cost
Aqua: C051
Actual Cost
Acauaz can
Ado!! COS!

.  Actual Cost

.  Aaual C651

.  Actual Cost

.  Actual Cost

.  Al : t ua lcos \

. Adud Cost
.  Aaua l  Con
. Actual Cost
. Actual Cos!
. Aaual Cost
. Actual Cost
u Aaual Cost
1 Anus: C951

s  4 4 5 . 0 0
s  4 4 5 , 0 0
s  4 9 s . 0 0
s 550.00
s  8 3 0 , 0 0
s  8 3 0 . 0 0
A c t u d C o §
A c ma l c a n
Ame: Cos!
A d u l t  c a n
Aaual Cus1
Aclull Cos1
A a u l l C o s t

s  1 5 5 . 0 0
s  2 5 5 . 0 0
s  3 1 5 . 0 0
s  5 2 5 . 0 0
$1.045.D0
s 1,a9o.oo
A ¢ u a l C o S
A n a l  C o s t
Act1uaI Cost
Anus: Cost
Adual Cos1
ActuaICost
Anural Cos!

s  e o o . o o
s  7o o . o o
s  a 1 o . o o
s 1_D75,00
s 1,875.00
s2, 720. 00
Actual Cost
Ac t ua l  can
A w e  c w
Achnl CD51
Ar.-xual Cost
Acnaal Cost
Actual Cos!

1\5 IN ADDITION TO THE COLLECTION oF nseuunn RATes. THE UTIUTY WILL COLLECT FROM re eusrowleks A PROPORTlONATE SHARE
111 OF ANY PRNILEGE. SILESJJSE. AND Fnucwse TAX. pa cuumxsslon nuns 14-2-40iD(5).
11 a
119 Al.L ADVANCES ANDIDR CONTRIBUTIONS ARE TD INCLUDE LABOR. uA1ERIAI..s, UVERHEADS, AND Au. APPLMCABLE TAXES, WCIJJDING
2D .nu GROSS-UP TAXES FOR INCOME TAXES. IF APPLICABLE

121



*

c

4

ARIZONA-AMERICAN . AGUA FRXA WATER
DodcetNo. W01303A-08-0227

-Test Year Ended December 31, .2007

Average Usage

, n

Average Usage

MedianUsage

Company Proposed

Staff Recommended

\ x_¢

Gallons

NIA

7.400

1,4oo

Typical Bill Analysis
General Service LIB x 3/4-Inch Meter

s

s

Present
Rates

24.16

24.16

s

Proposed
Rates

38.48 s

Dollar
Increase

14.32

Schedule MEM-2

Percent
Increase

59.28%

Median Usage NIA

Present a Proposed Rates (ghoul Taxes)
General Service alB x 3/4-Inch Myer

Gallons Present
Company
Proposed as

Staff
Recommended 'A

recommended
Consumption Rates Rates lnaease Rates lnaease

s s
1 _too
2,000
3,000
4,000
5,000
s,00o
7,000
a,0o0
9,000
7,400

10,000
11,000
12,000
13,000
14,000
15,000
1e,ooo
17,000
1B,000
19,000
20,000
25.000
a0,000
35,000
40,000
45,000
so,0oo
75,000

100,000

10.45
11 .99
13,53
15.07
1 s.e1
1B.B3
21 .as
23.27
25.49
27.71
24.1 e
29.93
32. 15
34,37
36.59
39.23
41 .BB
44 .53
47.17
49.B2
52.47
55.12
58.35
B1 .58
94,a2

1 OB.D5
121 .29
134.52
2D0.S9
256.86

15.00
17.93
2o.as
23.78
ze.7o
30.17
33.83
37.09
40.55
44.02
38.48
47.48
50.94
54.41
57.87
61 .54
65.21
68.88
72.55
76.22
79.89
83.56

101 .91
120.26
138.80
156.95
175.30
193.65
285.40
377,14

43.54%
49.51%
54.12%
57.78%
60.77%
60.21%
59.76%
59.40%
59.11 %
58.85%
59.28%
58.65%
58.46%
58.30%
58.17%
56.85%
55.70%
54.69%
53.79%
52.98%
52.26%
51 .61 as
49.10%
47.40%
46.18%
45.26%
44.M%
43.96%
42.21 %
41.3356

r

I
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ARIZONA AMERICAN . HAVASU WATER
Docket No. W-01303A-GS-D227
Test Year Ended December 31, 2DD7

Schedule MEM-1
Page 1 of  2

RATE DESIGN
Line

C ompany
Proposed

$
s

s
$

$
$
$

Present
Rates

17,40
29.84

N / A
58.91
80.15

101 .39
N / A
N / A
N / A
N / A

s
$
$

28.00
48. 18

N!/A
94,80

128.98
163. 16

N / A
N / A
N / A
N/A

Staf f  .
R ec om m ended

$ 24.54
$ 61.36
$ 122.71
s 196.34
$ 392.68
$ 6 1 3 . 5 7
$  1 , 2 2 7 . 1 4
$  1 , 9 5 3 . 4 2
$  2 , 8 2 2 . 4 1
$  5 , 2 7 6 . 6 8

s 8.70 $ 14.00 $ 13 . 00

- Q

Per 1.000 Gal lons

0 - 4,000 Gal lons
4,001 -  13,000 Gal lons
Over 13,000 Gal lons

$
s
$

1 . 6 8
2.19
2.50

s
$
$

4. 033
4 . 196
4 . 555

$
$
$

2.37
3.08
3.53

$
$

2.19
2.50

$
$

4 . 20
4 . 55

$
$

308
3.53

0 to 30,000 Gal lons
Over 30,000 Gal lons

$
s

2.19
2.50

$
$

4 . 20
4.56

s
s

3.08
3.53

NIA
N/A

N/A
N/A

N/A
NIA

$
s

3.08
3.53

0 to 60,000 Gal lons
Over 60,000 Gal lons

$
$

2.19
2.50

$
$

4 . 20
4 . 56

$
s

3.08
3.53

0 to 90,000 Gal lons
Over 90,000 Gal lons

s
$

2.19
2.50

$
s

4 . 20
4 . 56

s
$

3.08
3.53

0 to 110,000 Gallons
Over 110,000 Gal lons

$
$

2.19
2.50

$
$

4 . 20
4 . 56

s
$

3.0B
3.53

0 to 500,000 Gal lons
Over 500,000 Gal lons

$
s

2.19
2.50

s
s

4 . 20
4 . 56

$
$

3.08
3.53

N / A
N / A

N / A
NIA

N/A
N/A

$
$

3.08
3.53

N/A
N / A

N / A
N / A

N/A
N / A

$
$

3.08
3.53

N/A
N / A

N/A.
NIA

NIA
N/A

s
$

3.08
3.53

No. .
1 Monthlv  M inimum
2 5/8  x  3 /4- inch Meter
3  1 - i nc h  M e t e r
4  1  t / 2 - inc h  M et er
s  2 - i nc h  M e t e r
6  3 - i nc h  M e t e r
7  4 - i nc h  M e t e r
a  6 - i nc h  M e t e r
Q 8- inch Meter

10 10- inch Meter
11 12- inch Meter
12
13 6-inch,  or smaller,  Meter for Apartments,  RV Parks and Resorts
14
15
16 Gal lons  in the Minimum
17
18
19 Commodi tv  Rates
zo (Res ident ial  and Commerc ial) Block
21
22 5/8 x  3/4- inch Meter Resident ial
23
24

25

be 5/8 x 3l4»inch Meter Commerce: ial and lndu:0 to 13,000 Gallons
27 . Over 13,000 Gal lons
28
29 1- inch Meter .
30
31
32 1 1/2- inch Meter :
33
34
35 2- inch Meter
36
37
:so 3-inch Meter
39
40
41 4- inch Meter
42
43
44 6- inch Meter
45
46
47 8- inch Meter
48
49
so 10- inch Meter
51
52
53 12- inch Meter
54
55
56

w

!
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ARIZONA AMERICAN . HAVMSJ WATER
Dochd m w-o1:u:Aoa-azz?
Tlst Ynr Emieé Duelmhu 81, 2891

Sdwdule MEM-1
Page  2  o f  2

Present
Rates

Company
Proposed

Staff
Recommended

zs.oo
34 .00
1o.oo

5,09
1D.D0

NIA
N/A

zs.oo
34 .00
10 .00

s.oo
1o.oo

N / A
N / A

on
-

101

s 2 5 .0 0
s m o o
s 1o.oo
s s ,oo
s 2s ,oo
1.5%  Per  m uch
1.5% Per Month

Residential -  two limes the avenge au. Non-residential . two and one~half t imes the ns\ima\ed mvlimnn bill.

Present
Ss w ios  Una

Charge

Present
Meter

Installation
C h a r t s

Total
Prsserl!
C h l r g c

Pr oposed
Senvic l Line

Charge

Proposed
Molar

Installation
Charge

( I)
To ta l

Proposed
Charge

SiaH
Proposed

Service Lira
Charge

Staf f
Proposed

Meter
lnnallation

Charge

Staff
Total

Proposed
C h a m :

57
51 Sew iae  Char ges
as Establishment Re-establishment andrew  nconneaion d Sarvicu:
ea Regular  Hours S S
so Af ter  Hours s S
so Water  Meter  Test (Lr  Cor rea) S s
so M eter  Re-Read ( If  Coned) s s
M  NSF  Ch e c k  Ch a r g e S S
as  La te  Fee Char ge
on Defer red Payment Finance Charge
61 Deposit Requirements Residentia l
ea Deposit Requirements Non»Residentid
as Depos it In teres t
70
71
72
7 :  *  In te r e s t  p e r  [P a r  A C C  R u le  1 4 - 2 - 4 0 3 ( B ) l
74
i s
75
77
7 !
79
no Meter  and Service Line Installation Charges
Ia  SIB x  3 /4 - ind t M ete r
BE 3/4- inch Meter
ea 1- inch Meter
94 11/2- inch Meter
as 2- inch Turbine Meter
as  2- inch Compound Meter
av :Hoo f  Tur b ine  M ete r
as  3- inch Compound M eter
au 4- inch Turbine Meter
so 4- inch Compound M eier
m s - men Tur b ine  M eter
Hz  amen Compound M e ie r
u : 8 - inch or  Larger
94
as An applicant f or  w ater  service shall pay to the Company, as |  refundable advance in l id  d construdian me lu l l  can to pvovidq the now  service l im and meas.
as
97 IN ADDITIGN TD THE COLLECTION OF REGULAR RATES, THE UT\Ll'l'y WILL coLLecT FROM re gusTo»/:ans A PROPORTIONATE SHARE
DB"OF ANY ptzlvlLEG£ SAL£s_usE. AND FWANCHISE TAX. PER COMMISSION RULE 14~Z-4GUD(5)~
99
100 ALL ADVANCES ANDIUR CONTRIBUTIONS ARE TQ mcwne L*8°R. wnEnw..s, DVEHHEADS, AND Al.L APPLICABLE TAxes, INCLUDING
101 ALL GROSS-LP TAXES FDR WCOME TNES, IF APPLICABLE

r

s
s
s
s
s
s
s
s
s  1
s  1
s  1
s  1
A d

370.00
370.90

. 420.00
4so.oo
5ao.oo
5B0.00
745.00
465.00
_os0.oo
,1z0.00
,e10.00
,sa0.oo
url CD51

s 130.00
s 205.00
s 2ao .oo
s 45D.0D
s s 4s .oo
s 1,540,017
s  1 ,4 2 0 .0 0
s  2 ,1 9 5 .0 0
s  2 ,270 ,DD
s  3 ,1 4 5 .0 9
s  4 ,4 2 5 .0 0
s  6 ,1 2 9 .0 0
A n u s  C o s t

s soo.oo
s 575.00
s 660 .00
s 900 .00
s  1 , 5 2 5 . 0 0
s  2 , 2 2 0 . a o
s  2 , 1 5 5 . 0 0
s  2 , 8 5 0 . 0 0
s  3 , 3 5 0 . 0 0
s  4 , z e 5 . o o
s s,oss.oo
s 7 ,750 .00
A4:!uaICos1

A a u l l  C o n
Actual Cost
Aaual Cos!
Aaual Cclst
Aa u a l  Cc M
Aa u a x  c a n
Aczuas COS!
Acwu C951
A¢.1u:I Cost
Actual Cost
Ached Casi
Actual CoN
Aetuai Cost

AGhJal can
ACNE Cos t
Actual C051
Aauax Com
Actual C851
Actual Cost
Actual C951
Aciud Cost
Actual Cost
A d u l t CoN.
A d u d  C o s t
A u r a l  Co s t
Ame r  C0 5 1

Aclual Cost
Actual Cost
Actual Cost
Amen Cost
Actual C49
Actual Cost
Actual Cost
Actual Cost
Actual C0$1
Aauax Cost
Aa u a l C051
A c t u a l  c m
Actual C051

s  4 4 s . 0 0
s  4 4 5 . 0 0
S  4 9 s . 0 0
s  s s o . o o
s  8 3 0 . 0 0
s  8 3 0 . 0 0
Ach.liIlcus\
Actual Cost
A n n a  C o s !
Amlal Cos1
A d u a IC o s t
A m l i l C o s t
ACHJHICBM

s 155.00
s  2 5 5 . 0 0
s  3 1 5 . 0 0
s  s 2 s . o o
s 1,o45.oo
s 1 ,s s o .o o
A a u a l c a s x
Aaual C951
A d u a l C o s t
AWISICDSK
Am la lC¢51
Ac2u8l C u t !
A d u a l C o s t

s  e o o . o o
s  7 0 0 . 0 0
s  5 1 0 . 0 0
s 1,075.00
s 1,875.00
sz_72o.oo
Adu8 I Cas t
Ac tu a l  Co i l
A d o ! !  C o s t
Ame Cost
Actual Cost
A a u a l  C a n
Aaual COS!
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ARIZONA AMERICAN . HAVASU WATER
Docket No. W-01303A-0B-D227
Test Year Ended December 31,2006

AverageUsage

Average Usage

Company Proposed

Median Usage

Staff Recommended

<

Gallons

N/A

9,705

was

Typical Bill Analysis
General Service alB x 3/4-Inch Meier

J

s

s

Present
Rates

36.59

36.59 s

Proposed
Rates

S8.07 s

Dollar
lnaease

31.48

Schedule MEM-2

Perren\
lnaaase

se.04%

E89
we:

MedianUsage N/A

Present a Proposed Rates (Wi\houfTaxes)'
General Service 5/B x 3/4-Inch Meter

Gallons Present
Camvatv
Proposed as

snarf
Recommended as

recommended
Consumption Rates Rates lnaease Rates Increase

s s
1,000
2,000
3,000
4,000
s,000
e,000
7,000
a,00o
9,000
9,705

10,000
11 ,too
1z,ooo
13,000
14,000
15,000
10,000
17.000
10,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

17.45
19.05
20.76
22.44
24.12
25.31
28,49
30.68
32.56
35.05
35.59
3723
39.42
41'.so
43.79
46.29
48.79
51 .29
53.79
56.29
58.79
61 .29
73.79
B6.29
98.79

111 .29
123.79
136.3D
19B.BO
261 .31

2a.oo
32.03
36.07
40.10
44. 13
48.33
sz.5z
56.72
60.91
65.11
68.07
69.30
73.50
77.69
81 .89
86.45
91.00
95.56

100.11
104.67
109.22
113.78
136.56
159.33
1 B2.11
204.89
227.66
250.44
364.33
478.21

50.92%
67.58%
73.72%
78.68%
82.95%
83.71 °/v
B4.34%
84.89%
85.35%
85.77%
86.o4%
as. 14%
86.45%
B5.76%
87.02%
86.76%
86.52%
86.31%
86.12%
85.95%
85.79%
85.64%
85.06%
84.65%
B4.34°A
84.10%
83.90%
83.75%
83.26%
B3.01 %

I
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Arizona-Arnerican - Mohave Water
Docket No. w-maoam-os-0227
Test Year Ended December 31 , 2007

Schedule MEM-1
P ag e 1  o f  2

R A T E  D E S I G N

P resen t

R a t e s

C o m p a n y

ProDs>sed

S t a f f

s
$
s
$
.$
s
$
s
s

8 , 7 5
2 1 . 2 5
4 2 . 5 0
5 8 . 0 0
3 9 . 6 8

1 3 6 . 0 0
2 1 5 . 0 0

6 8 . 5 4
4 2 5 . 0 0

$
s
$
s
$
$
s
$
s

S v s le m
B u l lh e a d
B u l lh e a d
B u l lh e a d
B u l lh e a d
H a v a s u
B u l lh e a d
B u l lh e a d
H a v a s u
B u l lh e a d
B u l lh e a d
B u l lh e a d
B u l lh e a d

N / A
N / A
N I A

1 2 . 0 0
29 . 14
5 8 . 2 9
9 3 . 2 6
5 4 . 6 9

188 . 51
2 9 4 . 8 6

9 4 . 1 3
5 8 2 . 8 6

N I A
N / A
N / A

R e c o m m e n d e d
$ 9. 10
$ 2 2 . 7 5
$ 4 5 . 5 0
$ 7 2 . 8 0
$ 41 .52
$ 1 4 5 . 6 0
$ 2 2 7 . 5 0
$ 71 .45
$ 4 5 5 . 0 0
s 7 2 8 . 0 0
$ 1 ,046.50
$ 1 , 956. 50

s
s
$
$
s
s

3 . 2 3
6 . 4 5
9 . 6 8

1 2 . 9 1
1 6 . 1 3

8 . 2 2

$
$
$
$
$
s

9 . 69
1 9 . 3 5
2 9 . 0 4
3 8 . 7 6
4 8 . 3 9
2 4 . 6 6

s
$
s
$
s
$

3 . 3 6
6 . 7 1

1 0 . 0 8
1 3 . 4 9
1 6 . 7 9

a ; 5 s

U

P er  1 . 000  G a llons
B loc k

0  -  4 , 000  G a llons
4 , 001  - 10 , 000  G a l lons
O ve r  1 0 , 0 0 0  G a l lo n s

$
$
$

0. 85.
1 . 3 0
1 . 5 0

$
$
s

1 . 4 7 1
1 . 6 2 5
1 . 7 4 4

$
$
s

0 . 9 0
1 . 4 0
1 . 6 6

0  t o  10 , 000  G a llons
Gver 10,000 Gal lons

$
s

1 . 3 0
1 .50

$
s

1 . 6 2 5
1 . 7 4 4

$
$

1 . 4 0
1 . 6 6

0  t o  10 , 000  G a llons
O ve r  1 0 , 0 0 0  G a l lo n s

s
s

1 . 3 0
1 . 5 0

$
s

1 . 6 2 5
1 . 7 4 4

$
s

1 .40
1 . 6 6

0  t o  25 , 000  G a llons
O ve r  2 5 , 0 0 0  G a l lo n s

s
$

1 . 3 0
1 . 5 0

s
$

1 . 8 2 5
1 . 7 4 4

$
s

1 . 4 0
1 . 6 6

0  t o  50 , 000  G a llons
O ve r  5 0 , 0 0 0  G a l lo n s

$
$

1 . 3 0
1 . 5 0

$
s

1 . 8 2 5
1 . 7 4 4

$
$

1 . 4 0
1 . 6 6

0  Io  60 , 000  G a llons
O ve r  6 0 , 0 0 0  G a l lo n s

$
$

1 . 5 5
1 . 8 7

s
s

1 . 9 4 4
2 . 1 7 4

$
5

1 . 5 0
1 . 9 4

0  t o  80 , 000  G a llons
O ve r  8 0 , 0 0 0  G a l lo n s

s
s

1 . 3 0
1 . 5 0

s
$

1 . 6 2 5
1 . 7 4 4

$
s

1 . 4 0
1 . 6 6

0  t o  150 , 000  G a llons
O ve r  1 5 0 , 0 0 0  G a l lo n s

s
s

1 . 3 0
1 . 5 0

s
s

1 . 6 2 5
1 . 7 4 4

$
s

1140
1 . 6 6

0  t 0110 , 000  G a llons
O ve r  1 1 0 , 0 0 0  G a l lo n s

s
s

1 . 5 5
1 . 8 7

s
$

1 . 9 4 4
2 . 1 7 4

$
$

1 . 5 0
1 . 9 4

0  t o  250 , 000  G a llons
O ve r  2 5 0 , 0 0 0  G a l lo n s

s
s

1 . 3 0
1 . 5 0

$
$

1 . 6 2 5
1 . 7 4 4

s
s

1 . 4 0
1 . 8 5

0  t o  500 , 000  G a llons
O ve r  5 0 0 , 0 0 0  G a l lo n s

s
s

1 . 3 0
1 . 5 0

$
$

1 . 6 2 5
1 . 7 4 4

$
s

1 . 4 0
1 . 6 5

0  t o  1 , 125 , 000  G a llons
O ve r  1 , 1 2 5 , 0 0 0  G a l lo n s

N / A
N / A

N I A
N / A

$
$

1 . 4 0
1 . 6 6

0  t o  1 , 500 , 000  G a llons
O ve r  1 , 5 0 0 , 0 0 0  G a l lo n s

N / A
N / A

N / A
N / A

$
$

1 . 4 0
1 . 5 6

0  t o  2 , 250 . 000  G a llons
O ve r  2 , 2 5 0 , 0 0 0  G a l lo n s

N / A
N / A

N / A
N / A

$
s

1 . 4 0
1 . 6 6

Line
No. M o n t h lv  M i n i m u m
1 5/8 x  3 /4» inch Meter
z 1 - inc h  M e t e r
3 11 / 2 - inc h  M et e r
4  2 - i n c h  M e t e r
s  2 - i n c h  M e t e r
5 3- inch  M et er
8  4 - i n c h  M e t e r
7  4 - i n c h  M e t e r
a  6 - i n c h  M e t e r
9  B - i n c h  M e t e r

1 0  1 0 - i n c h  M e t e r
1 1  1 2 - i n c h  M e t e r
12
13
14 M ont h lv S e r vi c e  Char g e  f o r  F i r e  S p r ink le r
1 5  2 - i n d ' l  M e t e r No Usage
i s  4 - i n c h  M e t e r No Usage
1 1  6 - i n c h  M e t e r No Usage
l a  8 - i n c h  M e t e r No Usage
1 9  1 0 - i n c h  M e t e r  N o  U s a g e
t o  H y d r a n t No Usage
21
22
23 G a llo n s  i n  t h e  M in im u m
24
25
be C o m m o d i t v  R a t e s
27 ( Res id en t ia l.  Com m er c ia l.  Ind us t r ia l)
28
29 5 / 8  x  3 / 4 - i r t ch  Met er  Res id ent ia l
30
31
32
33  5 / 8  x  3 / 4 - inc h  M e t e r  -  A pa r t m en t
34
35
34  5 / 8  x  3 / 4 - i nc h  M e t e r  C om m er c ia l
35
as
3 7  1 - i n d t  M e t e r .
38
39
40 1 1/ 2 - inc h  M et e r .
41
42
4 3  2 - i n c h  M e t e r  -  H a va s u
44
45
4 3  2 - i n c h  M e t e r
44
45
4 6  3 - i n c h  M e t e r
47
48
4 9  4 - i n c h  M e t e r  -  H a va s u
so
45
4 9  4 - i n c h  M e t e r
50
51
5 2  5 - i n c h  M e t e r
53
54
5 5  8 - i n c h  M e t e r
56
57
a s  1 0 - i n c h  M e t e r
59
60
6 1  1 2 - i n c h  M e t e r
62
53
64  O t he r  P ub li c  A u t ho r i t i es  '  M on t h ly .
es bas e  c ha r g e  pe r  above  m e t e r  s i z e
Se

A ll  U s a g e $ 1 . 3 5 5 $ 1 . 5 9 4 $ 1 .40
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Sduldvh MEM-1
Page 2 of  2Arizona-Arnarican - Mohavu Waiver

Docket Na. w.n1aoan.-on-azz?
Tlsi Yur  Elldld Dunlmhnr  al,  :our

Pleseni
Rates

Company
Fuoposed

s o n
Raeommmded

s
s

z5.oo
20.oo

s
s

s
s
s
s
s

2s.oo
zo.oo

s
s

2s.oo
20.00

s
s
s
s
s

s ss.oo
s s o
s 35.00
s 2s.oo
s 25.00
1 . 5 %  P e r  m m
15*  Pe r  Mh n ih

25.00
40.oo
25.00
25.00
25. DD

NIA
N/A
NIA
N/A
N/A

:ss.oo
59.00
35.00
25.00
zs.oo

NIA
NIA
N/A
NIA
WA

•

-

Residential - two times the average Bil. man-nzsidnnriall - two and Ana-half Elms Thu estimated maucimun bill.

GT
so Service Charges
as Establishment or re-establishment of Service:
vo Including Sewer Service
71 No Including Sewer Service
72 Reconneciinn of Service (Delinquent):
vs Regular Hours
74 After Hours
is Water Meter Test (if Curved)
'is Meter Re-Read (if Correct)
17  NSF Chad Charge
'la Late Fee Charge
79 Deleted Payment Finance Charge
so Deposit Requirements Residential
51 Deposit Requirements Non-Residential
so Deposit lnteresl
BE
54
BEas . .

A7
Bl
IU
90

Intense par [Per ACC Rule 14-2~403(B)]

Present
Service Line

Charge

Fnsunt
M U M

Installation
Ghlrge

T o o l
P r e s e t
C h l r p l

Plupoud
Service Lira

Charge

Fwpasod
Mater

mszananzon
charge

( l l
Total

Proposed
Charge

Staff
Proposed

Service Line
Charge

Proposed
Meier

lnstailation
Charge

Sin ff
Total

Proposed
Charge11

so Meter and Service Line Installation Charges
so 5/s x 3/4-inch Meter
94 3/4-inch Meier
as 1-inch Meter
as 11/2-ind\ Meter
97 2-inch Turbine Meier
Ds 2-inch Compound Meter
as 3-inc:h Turbine Meier
Ina Much Compound Meier
ml 4-inch Turbine Meier
i n  4 - i nd1 Compound Meier
loa 6-inch Turbine Meter
LM 6-inch Compound Meter
ws B-inch or Larger

s 370.00
s 370.00
s 4zo. oo
s 450.00
s 580.00
s sso.oo
s 745.00
s 465.00
s  1, 090. 00
s  1, 120. 00
s  1 , s10. 00
s  1 , 630. 00

N/A

s 130.09
s 205.00
s 240,oo
s 450.00
s 945.00
s  1 , 640. 09
s  1 , 420. 00
s  2 , 195. 00
s  2 , 270 . 00
s  3 , 145. 00
s  4 , 425 . 00
s  5, 120. 00

m A

s 500.00
S s7s.oo
s 550.00
s 900.00
s  1 , 5 2 5 . 0 0
s  2 , 2 2 0 . 0 0
s  2 , 1 6 5 . 6 0
s  2 , 5 6 0 . 0 0
s  3 , 3 6 0 . 0 0
s  4 , 2 s 5 . a o
s  5 , 0 3 5 . 0 0
s  7 , 7 5 0 . 0 0

N I A

s 370.00
s 370.00
s 420.00
s 450.00
s 580.00
s 580.00
s 74s.00
s 465.00
s  1 , 090 . 00
s 1_120. 00
s  1 , 510 . 00
s  1 5 3 0 . 0 0

NIA

s 130.00
s 205.00
s 240.00
s 4 s o . w
s 945.00
s 1,640.00
s 1,420.00
s 2,195.00
s 2.270.00
s 3,145.00
s 4,4z5.00
s 6,120.00

N I A

s  5 D D . 0 0
s  5 7 5 . 0 0
s . 6B D. 09
s  9 0 0 . 0 0
$1, 525. 00
s2, z2o. oo
s2, 1e5. 00
s2, seo. oo
s3, 3e0. 00
s4. 2e5. 00
a s , o : s , o o
$7, 750. 90

N/A

s  3 7 0 . 0 0
s  a 1 o . o o
s  4 2 0 . 0 0
s  4 s o . o o
s  5 8 0 . 0 0
s  5 8 0 . 0 0
s  7 4 5 . 8 0
s  4 5 5 . 0 0
s 1,o9o.oo
$1, 120. 00
$11510.00
$1, 630. 00
A c m a l c u m

s  1 3 0 . D D
s  2 o s . o o
s  2 4 0 . 0 0
s  4 s o . o o
s  9 4 5 . 0 0
$1, 540. 09
$1, 420. 00
s2, 195. 00
sz , 27o. oo
$3,145.00
54, 425. 00
$6,120.00
A a u u  C o N

s soo.oo
s  5 7 5 . 0 0
s  s e 0 . o 0
s  9 0 0 . 0 0
s 1,525.00
s2, 220. 09
s2. 1s5. c0
s2,GG0.00
s3,360.00
$4.265.00
s 6,035.00
s 7,750.00
Anna: COS!

we
107 IN ADDITION TO THE COLLECT\DN OF REGULAR RATES, THE UTILTW wu. CWLLECT FROM IT cusfuuens A PROPORTIONATE SHARE
we OF ANY PRIVHLGE sALes_uss, AND FRANCHISE1A>L PER COMMISSION RULE 14-2-40UD(5)
we
119 ALLADVANCES ANDIOR CONTRIBUTIONS ARE TO INCLUDE mace. IAA'1ER1AI.s, DVERHEADS, AND NJ. AppucAs1.E ~rAxss. lucLuulna
111 AU. GROSS-UP TAXES FOR INCOME TAXES, IF A1>pucAs1.s.

.|

l
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Arizona-American - Mohave Water
Docket No. w-01303A»0B-0227
Test Year Ended December 31, 2006

r
1

Average Usage

Companv Proposed

Average Usage

Median Usage

Staff Recommended

NIA

Gallons

}

I

8.073

8.073

Typical Bill Analysis
General Service alB x3/4-lnch Meier

Present
Rates

17.4-4

17.44

Proposed
Rates

24.50

Dollar
lnnfease

7.06

Schedule MEM-2

Percent
Increase

40.46%

MedianUsage N/A

Consumption Rates lnaease Rates ]nU'g85g

8.75
9.60

10.45
11 .30
12.15
13.45
14.75
16.05
17.35
18.e5
17.44
19.95
21 .45
22.95
24.45
25,95
27.45
28.95
30,45
31 .95
33.45
34.95
42.45
49,95
57.45
64.95
72.45
79.95

117.45
154.95

Rates
12.00
13.47
14.94
16.41
17.88
19.51
21 .13
22.76
24.38
26.01
24.50
27.63
29.38
31 .12
32.87
34.61
36.35
38.10
39.B4
41 .59
43.33
45.07
53.79
62.51
71.23
79.95
88.67
97.39

140.99
1 B4.59

37 . 14%
40 .32%
42.99%
4515%
47 . 19%
45.05%
43.28%
41 .BO%
40.54%
39 .48%
40.46%
38.52%
36.96%
35 .61 %
34 .42%
33.37%
32.44%
31 .60%
30.84%
30.16%
29.54%
28.57%
26.72%
25 .15%
23.99%
23.10%
22.39%
21 .sz%
20.05%
19.13%

1,000
2,000
3.000
4,000
5,000
5,000
7,000
0.000
9,000
5,015

10,000
11,000
12,000
13,000
14,000
15,000
15,000
17,000
1B,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

s

s

s

s

s s

I



4.

ARXZONA Amenncmn . PARADISE VALLEY WA1ER
Dnckm No. W-D1303A-DB-0227
To Year Ended December31, :my

s¢h¢auI¢ MEM-1
Page 1  d 2

R A T E  D E S I GN
Lhe

Pleservl
R at es

s
s
s
s
s
s
s
s

24.34
25, 1 B
40,60
81 . as

130.55
242.09
402 B5
BDE.97

Company
Pauoosed

s
s
s
s
s
s
s
s

2B.DO
2B.97
46. 71
94. 31

150. 30
27.B_49
453.43
928.31

WA
N/A
N / A

W A
NIA
W A

2B.0D
28 , 95

s s s . 0o
107 , 00
170.D0
293 . 00
4B8.D0
975. 00

s  2 , 2 5 5 . 6 1

s , c s 4 . s 4

s 5,00 s z 5.o o

Staf f
Recommended

s
s

s
s
s
s
s

s  3 2 4 3 . 8 8
s

s 10. 00

|

Per 1 Mn Ga l lmw
Block

s
s
s

1 . 213
2. 103
2 . 633

1 .47
2.55
3.12

0 -  25,000 Gallons
25,GD1 BD,0GD Gallons
Over 80,000 Gallons
0 .  4,000 Gallons
4,oo1 .  20,000 Gallons
20_001 - 65,000 Gallons
65, 001 . 125,000 Gallons
Over 125,000 GaNons

s
s
s
s
s

1 .EBB
z z a s
2. 796
3. 359
3. 879

s
s
s

1.213
2103
2633

1.47
2.55
:.12

o .  25,000 Gallons
25,001 .  00,000 Gallons
Over  80,000 Gallons
0 -  4,000 Gallons
4,001 o 20,000 Gallons
20,001 . 65,000 GBIIDh§
65,001 .  125,000 Gallons
Over  125,000 Gallons

s
s
s
s
s

1.288
2233
2.795
3.359
3.879

No_
1 Month\v Mirlimum
2 5/8 x 3/4-i11¢h Meter
J 314-i:151 Meter
4 1-inch Meter
s 11/2-inch Maier
6  2 - hd1  Me t e r
7  3- i1 \d\  Meter
B  4 - i nc h Ma te '
9  5 - i1d1  Meter

ID B-=i11d1 Meter
11 1D-i11Ch Meter
12 12-ind1 Meier
13
14 Mum hw Savior Qhame for Fire $DfiI 'W<M
15
16 Gallons in the Minimum
17
l a Commoditv  Rates .
19 (Resident ia l.  Qcmmefgia l.  lr»duS1"l8 ll '
20
21 5/8 x 3/4-i t1d\ Meta' Residewtis l
zz
23
24
25
26
27
pa
pa
so 314--indm Meter Resider1ti§
31
oz
as
34
as
ah
av
31
39 1-i r ldl Meter Res ident ia l
40
41
42
4 :

s
s
s

1.213
2103
2.533

1 .47
a s s
3.12

44
45
46
47
45 1-1/2-hdw Meter Residential
as

0 -  25,000 Gallons
25,001 .  B0,000 Gallurxs
Over  80,000 Gallons
D - 4,000 Gallons
4,001 .  20,000 Gallons
20,001 -  65,000 Gallons
65,001 -  125,000 Gallons
Over  125,000 Gallons

s
s
s
s
s

1 .288
2 2 3 3
z 7 9 s
3. 359
3. 879

s
s
s

1 . 213
2 1 0 3
z e a l

1 .47
1 5 5
3.12

0 - 25,000 Gallnrxs
25,001 . BD,D00 Gallons
Over BD,[JGO Gallons
0 . 4,000 Gallons
4,£D1 » 2D,000 Gallons
20,001 -  es,ooo Gallons
65,001 . 125_0(J0 GallnrB
Over 125,800 Gallons

s
s
s
s
s

1.2B8
2233
2796
3.359
3.879

s
s
s

1 . 213
2 . 103
2 . 633

1 .47
1 5 5
3.12

D - 25,000 Gallons
25_001 - BD,000 Gallons
O ver 80,000 Ga l in a
0 -  4,000 Gallons
4,001 - 20,000 Gallons
20,001 ~B5,000 Gallons
ss,oo1 -  125,000 Gallons
Dvar 125,000 Gallons

1.288
2.23
2.796
3.359
3.579

0 to 4oo,ooo Gallons
Ova' 4oo,ooo Gallons

1 .723
2.013

2233
2.980

s
s

2 . 08
2 . 43

D to 400, 000 Gallons
Over 4oo_ooo Gallons

1.723
2.013

2.233
2980

2 0 8
2 . 43

D w 400,000 Gallons
Over  4oo,coo Gauans

1 . 723
2 0 1 3

2 . 233
2. 980

2.08
243

o tO 400,000 Gallons
Over  400,000 Gallons

1 . 723
2 . 013

2.233
2980

s
s

s
s

s
s

s
s

2 . 05
2 4 3

so
s1
52
as
54
55
56
57 2-ind1 Meter Residential
as
as
so
SI
so
63
64
as
es 5/8-ir1d\ Meier Cammeic ia l
av
B l
as 3/4-inU1 Meter Commercial
70
71
72 1- i l\d\  Meter Commerc ia l
1 : .

74
75 1  1 /2- ind1 Meter Commerdalz
75
77
71 2-ind1 Meter
vs

D tn 400,000 Gallons
0 v e f 400,000 Gallons

s
s

s
s

s
s

s
s

s
s

1 . 723
2 . 013

s
s
s
s
s

s
s

s
s

s
s

s
s

s
s

2.233
2.980

208
243

D Io 4DD,DDD Gallons
Over  409,090 Gallons

s
s

1 . 723
2 . 013

s
s

z e i s s
2 . 980

s
s

s
s

2.08
2.43

0 to 400_000 Gallons
Over400. 800 Gal lons

s
s

1. 723
2 . 013

2. 233
2 9 6 D

2.DB
243

BO
al 3-amzh Meter
BE
83
as  4- indx Meier
as
as
av 6-irndx Meter
B l

0 to4oo,oco Galiuns
Over400,0Cl0 Galwms

s
s

1 . 723
2 . 013

2. 233
2 . 880

s
s

2.08
243

All Gar ans

All Galknns

s

s

s

1.453

1.453

1.235

s
s

s
s

s

s

s

1.aaa

1.BB3

1.a2s

s

s

s

1 . 7 6

1 . 75

1 . 56All G3Ilcr\s

33 3- inch Met a Tur f  Cust omer

Z l  4- inch Met er  Tur f C ust omer

33 MmM Meier Paradise Valley CGI-HWY Ckxb

38 Other Public Aunhnrxaes .  Mbnihly
31 base dwarge per  above meter  size An Usage s 1.913 s z a a 2 s 2. 01
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ARIZONA AMERICAN . PARADISE VALLEY WATER
Docket No. W-01303A-08-0227
Test Year Ended December 31, 2007

Schedule MEM-1
Page 2 of z

) Present
R a t es

C ompany
Proposed

Staf f
R ec om m ended

$
s

20.00
40.00

$
$

20.00
40 . 00

$
$

z 0 . 00
40 . 00

$ 30.00 $
$ 60.00 $
$ 15.00 $
s 10,00 $
$ 12.00 $
1 . 5% Per  M om  1 . 5%

30.00 $ 30.00
60.00 $ 60.00
15.00 $ 15.00
10.00 s 10.00
12.00 $ 12.00

Per  Mont i  1 . 5% Per M ont h

Resident ial -  two t imes the average be. Non-res ident ial -  two and behal f  t imes  the es t imated max imum bi l l . I

Interest  per [Per ACC Rule 14-2-403(B)]

Tota l
P res en t
C h a r g e

Tota l
Propos ed

Charge

Staff
Proposed

Service Line
Charge

Staf f
Proposed

Meter
Instal lat ion

Charge

Staf f
Total

Proposed
Charge

99
100 Service Charges
101 Establishment of Service:
102 Regular Hours
103 After Hours
104 Re-establishment of Service within 12 Months:
10s Monthly Minimum times Months Disconnected
Los From the W ater System [Per ACC Rule 14-2-403(D>i=
107 Reconnection of Service (Delinquent):
108 Regular Hours '
109 After Hours
110 W ater Meter Test (If Correct)
111 Meter Re-Read (if Correct)
112 NSF Check Charge
113 Late Fee Charge
114 Deposit Requirements Residential
115 Deposit Requirements Non-Residential
116 Deposit Interest
117
Na ' *
119
120 -
121
122
123
124
125
126
127 Meter and Service Line Installation Charges
128 5/B X 3/4-inch Meter
129 3/4-inch Meter
130 1-inch Meter
131 11/2-inch Meter
132 2-inch Meter
133 3~inch Meter
134 4»inch Meter
135 6-ihch Turbine Meter
135 Over 6-inch

$ 480 , 00
$ 550.00
$ 650.00
$ B95.00
$  1 , 5 5 5 . 0 0
$  2 , 2 3 5 . 0 0
$  3 , 4 4 0 . 0 0
$  6 , 1 9 5 . 0 0

N / A

Actual Cost
Actual  Cost
Actual  Cost
Actual  Cost
Actual Cos_t
Actual  Cost
Actual  Cost
Actual  Cost
Actual  Cost

$ 4-45.00
$ 445. 00
$ 495. 00
s 550.00
$ 830.00
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 155.00
$ 255.00
$ 315.00
s 525.00
$ 1  , 045.D 0
Actual  Cos t
Actual  Cost
Ac tual  Cos t
Actual  Cost

$ 600.00
s 700.00
$ 810.00
$  1 , 075 . 00
s  1 , 875 . 00
Ac: tualCost
Ac1ual Cost
Actual  Cost
Ac#ua lCos t

137
13B -
139 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
140 OF ANY PRIVILEGE, sALEs,usE_ AND FRANCHISE TAX. PER COMMISSION RULE 14-2-409D(5).
141
142 ALL ADVANCES ANDIOR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS. OVERHEADS, AND ALL APPLICABLE TAXES. INCLUDING
143 ALL GRoss-up TAXES FOR INCOME TAXES, IF APPLICABLE.
144
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Schedule MEM-2ARIZONA AMERICAN . PARADISE VALLEY WATER
Docket No. W-D13D3A-DB-0227
Test Year Ended December 31 . 2005

\

Typical Bill Analysis
General Service 3/4-lnCh Meter

Gallons
Present
Roles

Proposed
Rates

Dollar
lnaease

Percent
Increase

20.493 s 4920 s 70.54 s 21 .34 43.37%

Company Proposed

Average Usage

Median Usage NIA

Staff Recommended

20.493 s 49.20Average Usage

Median Usage N/A

Present a Proposed Rates (V\hthout Taxes)
General Service 3/4-lrla1 Meter

Gallons Present
Company
Proposed *

Staff
Recommended *

recommended

Consumption Rates Rates Increase Rates Increase I
s s 28.00

29.29
30.58
31.86
33.15
35.39
37.62
39.85
42.08
44.32
70.54
46.55
48.75
51 .02
53.25
55,48
57.72
59.95
62.1 s .

15.04%
14.62%
14.23%
13.89%
13.57%
16.38%
18.98%
21 .3B%
23.62%
25.70%
43.37%
27.64%
29.45%
31 . 16%
32.76%
34.27%
35.69%
37.03%
38.30%
39.50%
40.64%
41 .73%
56.73%
57 .21 as
57 .KG%
57.82%
58.03%
58.20%
58.70%
60.01 %

1 ,too
2,000
3,000
4,000
5,000
6,000
7,000
a,000
9,000

20.493
10,000
11 ,000
12,000
13.000
14,000
15,000
1G,000
17,000
1a,000
19,000
20,000
zs,00o
30,000
35,000
40,000
45,000
s0,ooo
75,000

100,000

24.34
25,55
26.77
27 .98
29.19
30.41
31 .62
32.B3
34.04
35.26
49 .29
36.47
37.58
38.90
4-0.11
41 .32
42.54
43.75
44.96
48.17
47.39
48.60
54.67
65.1 B
75.70
86.21
96.73

107,24
159.82
210.99

64.41
66.65
68.88
85.68

102.47
119.27
136.96
152.86
169.65
253.63
337.60



Arizona American Water Company - Sun cry West Water
Docket no. W-01303A-D8-D227
Test Year Ended December 31, 2007

Schedule MEM-1

RATE DESIGN

Present
Rates

Company
Proposed1

2
3
4
5
6
7
a
9

10
11
12

MonthN Minimum
5/8 x 3/4-inch Meter
1-inch Meter
11/2-inch Meter
2-inch Meter
'8-inch Meter
4-inch Meter
6-inch Meter
8-inch Meter
10-inch Meter
12-inch Meter

24.40
52.28
76.68

132443
196.90
2'l0_0B

s
$
$
$
$
$

15.00
38.24
81 .94

120.19
207.57
308.62
423.32

Recommended
s
$
$
$
s
$
$
$ .
$
$

122.40
244.80
3B2,50
765.00

1 .224.00
1,759.50
3,289.50

14 Monthlv Service Charge for Mre Sprinkler
15 4-inch or Smaller Meter
16 6-inch Meter
17 8-inch Meter
LB

No Usage
No Usage
No Usage

35.22

70.45

$

$
105.58
140.90

$
$ 112.50

20 Gallons in the Minimum
21

Per 1.000 Gal\ons23 Commoditv Rates
24 (Residential. Commercial. Industrial)
25
ze 5/8 x 3/4-inch Meter Residential
27

B\ock

0 - 4.000 Gallons
4.001 - 15.000 Gallons
Over 15.000 Gallons

2.880
3.171
3.413

$
s
$

30 5/B x 3/4-inch Meter Commerda!
31
32
33 1-inch Meter.

0 to 15.000 Gallons
Over 15.000 Gallons

3.171
3.413

$
$

0 to 40.000 Gallons
Over 40.000 Gallons

3.171
3.413

$
$

35
as 1 1/2-inch Meier.
37

0 to 100.000 Gallons
Over 100.000 Gallons

3.171
3.413

$
s

:so 2-inch Meter 0 to 150.000 Gallons
Over 150.000 Gallons

3.171
3.413

s
$

42 3-inch Meter
43

0 to 275.000 GaI\ons
Over 275.000 Gallons

3.171
3.413

$
$

45 4-inch Meter
48

0 to 400.000 Gallons
Over 400.000 Gallons

3.171
3.413

s
s

48 6-inch Meter
49

0 to 550.000 Gallons
Over 550.000 Gallons

3.171
3.413

s
$

51 8-inch Meter
52

o to 1.402.000 Gallons
Over 1.402.000 Gallons

3.171
3.413

$
$

54 10-inch Meter
55

0 to 2.100.000 Gallons
Over 2.100.000 Gallons

3.171
3.413

$
$

57 12-inch Meter
CB
as

o to 4.110.000 Gallons
Over 4.110.000 Gallons

3.171
3.413

s
s



,Alhena Amlriczn Wehr Company . Sun Chy West Watusi

Dockul No. W-01303P¢°B-U27
Tut Yu! Ended Deuunbu 31. 2067

Sduduh MEM-1
Page 2 al* 2

Rates Proposed Rscummandedso Service Charges .
so Establishment Re-establishment andlor ruaunnaciion of Sendai
e t Regular Hours
as After Hours
as Water  MeterTesl (\f Connect)
av Maker Re-Read (If Correct)
51 NSF Check Charge
i i Late Fee Chan-ga
'lo DepositRequiremen\s Residential
71 Deposit Requilumenu Nun-Residential
72 Deposit  Interest

81.00 s

s
1.5% Par Month 1.5% Per Month

1o.oo
1.5% Per Month

Residential - two limes the average bill. Nonresidential - two and one-half times the ustimatld maximum bill

Intaresi per [Per ACC Rule 14-2-403(B)]

Present Pmpolad
Service Line

Proposed

Installation
Proposed

Service Line

Pfoposad

Installation ProposedInstallation Fruposed

as Meter and Service Line lnstslwivn chlugcs
as SIB x 3/4-ind1 Meter
as 3/4-inch Meter
as 1-inch Meter
BE 11/2-inCh Meter
an 2-inch Turbine Meter
as 2-inch compound Meter
9 0  M n d l Turbine Meier
91 mum CompcundMeter
so 4-inch Turbine Meter
is  4-inch Compound Meter
94 6-inch Turbine Meter
as 6~inch Compound Meta:
as B-indi or Larger

s a 7 o . m
s 370.00
s 4z0.00
s 450.00
s 580.00
s 580.00
s 745.00
s 455.00
s  1 ,090.00
s  1 .120.00
s  1 ,610.00
s  1 .sao.oo

Ai C0 5 !

s
s
s
s
s
s
s
s
s
s
s
s

450.00
945.00

1 ,64D.00
1,420.00
2,195.00
2.270.00
3,145.00
4,425.00
6,120.00

A! Cost

s
s
s
s
s
s
s
s
s

5oo.oo
575.00
GED.DD
soo.oo

1_5zs.oo
z_zzo.oo
2_1B5.00
2,sao.oo
a,a5u.oo
4_2ss.oo
6_035,0D
7_750.00

At  Cosl

s
s
s
s
s
s
s
s
s
s
s
s

370.00
370.00
420. 00
4 s o . w
sa0.c>o
s s 0 . w
745,00
4s5. 00

1,090.00
4,120.00
1,610.00
1,eao.oo

s 130.00
s 2os.oo
s 240.00
s 4so,oo
s 945.00
s 1,540.00
s 1.420.00.
s 2,195.00
s  z . z 7 o . m
s 3,145.00
s 4,425.00
s s,1go.oo

s  5 D 0 . 0 0
s  5 7 5 . 0 0
s  e s o . o o
s  s o o . o o
$1, 525. 00
$2, 220. 00
sz , 1ss , oo
sz , eeo. oo
sa, aso. oo
s4, zes . oo
ss , uss . oo
$7,7§D.DD

s  3 7 0 . 0 0
s  3 7 0 . 0 0
s  4 2 0 . 0 0
s  4 5 0 , o o
s  5 8 0 , 0 0
s  s a 0 . 0 0
s  7 4 5 . 0 0
s  4 5 5 . 0 0
s1, oso. oo
51,120.00
$1,610.00
$ 1 , s a 0 . m

s  1 3 0 . 0 0
s 205.00
s  2 4 0 . 0 0
s  4 5 0 . 0 0
s  5 4 5 . 0 0
s 1,540.00
s 1,420.oo
s2, 195. 00
S2,270.00
s 3,145.00
s 4,425.oo
s 5,129.00

Al Cost

s  5 0 0 . 9 0
s  s 1 s . o a
s  8 6 0 . 0 0
s  9 0 0 , 0 0
s 1,5z5.oo
$2, 220. 00
52, 165. 00
s2. eso. oo
sa, sso . oo
s4, ze5, o0
$6, 035. 90
$7, 750. 00

AIC¢S1.

99 IN ADDMON TO THE COLLECTION DF REGULAR RATES, THE UTILITY WILL CGLLECT FRDM IT CUSTOMERS A PRDPORTIDNATE sums
lm OF ANY pRlv\Ls6& s4£s,wL AND FRANCHISE lAx PER COMMISSION RULE 14~2-409D(5)
lm
1:12 ALL ADVANCES ANDIUR CON'l'RIBUTIONS ARE TO INCLUDE neon. MATERIALS, OVERHEADS, ND ALL AFFUCABLE TAXES. mcnuolus
we ALL Gross-up mms FOR WCDME TAXES, IF APPLICABLE
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Arizona American Water Company - Sun City West Water
Docket No. W-01303A-0B-0227
Test Year Ended December 31. 2007

Average Usage

Average Usage

Company Proposed

Median Usage

Staff Recommended

Gallons

N/A

e,'ro4

6,704

Typical Bl!! Analysis
General Service SIB x 3/4-Inch Meier

Present
Rates

19.51

19.51

Proposed
Rates

35.09

Dollar
Increase

1s.sa

Schedule MEM~2

Percent
Increase

79.83%

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meier

Gallons Present
Company
Proposed

Staff
Recommended

dad

Consumption Rates Rates increase Rates lnaease

9.57
1o.aa
12,19
13.50
14.51
15.55
18.29
20,03
21 .77
23,51
1951.
25.25
26.99
2B.73
30.47
32.21
33.95
35.96
37.97
39.98
41.99
44.00
54.05
54.10
74.15
84.20
94.25

104.30
154.55
204.BD

15.00
1T.88
20,76
23.54
26.52
29.69
32.85
36.03
39.20
42.38
35.09
45.55
48.72
51 .89
55.06
58.23
61 .40
64.81
6B.23
71 .64 .
75.05
78.47
95.53

112.60
129.66
146.73
163.79
180.85
266.1 a
351 .51

56.74%
64.34%
70.30%
75.11 %
79.07%
79.40%
79.67%
79.90%
80.08%
80.24%
79.83%
80.38%
80.50%
a0.61%
80.70%
80.78%
80.86%
80.24%
79.69%
79.19%
78.74%
78.33%
76.75%
75.66%
74.86%
74.25%
73.78%
73.40%
72.23%
71 .sass

1,000
2,000
3,000
4,000
5.000
6,000
1,000
8.000
9.000
e,704

10,000
11 ,000
12.000
13.000
14,000
15,000
1s_000
17,000
1a,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50.000
75,000

100,000

s

s

s

s

s

I

as
reconwnen

s

I



Arizona American Water Company - Tubae W ater
Docket No. W-D1303A-08-D227
Test Year Ended: 12/31/07

Schedule MEM-1
P a g e  1  o f  1

RATE DESIGN

1

2
3
4
5
G
7
8
9

10
11
12

Monthlv Minimum
5/8 x 3/4-inch Meter
1-inch Meter
11/2-inch Meter
2-inch Meter
3-inch Meter
4~inch Meter
5-inch Meter
8-inch Meter
10-inch Meter
12-inch Meter

$
s
$
s
$
$
$
$

Present
Rates

19.58
29.63
59.26
97.49

115.65
169.18
231.30

1,577.08

$
$
$
$
s

Company
Proposed

32.50
48.63
97.86

161 .00
190.99

Recommended
$ 28.73
$ 71 .83
$ 143.66
$ 229.85
$ 459.72
$ .718.32
s 1,436.64
$ 2,298.62
$ 3,304.27
$ 6,177.55

14 Gallons in the Minimum
15

Per 1.000 Gallons
Block

17 Commoditv Rates
la (Residential and Commercial)
19
20 5/B x 3/4-inch Meier Residential
21

0 - 4.000 Gallons
4,001 - 20;000 Gallons
Over 20.000 Gallons

$
$

3.780
4.850
4.950

$
$
$

24 5/8 x 3/4-inch Meier Commercial
25

0 to 20.000 Gallons
Over 20.000 Gallons

0 to 35.000 Gallons
Over 35.000 Gallons

27 1-inch Meter
28
29
30 1 1/2-inch Meter.
31
32
as 2-inch Meter

0 to 85.000 Gallons
Over 85.000 Gallons

0 to 150.000 Gallons
Over 150.000 Gallons

35 3-inch Meter
37

0 to 175.000 Gallons
Over 175.000 Gallons

39 4-inch Meter 0 to 250.000 Gallons
Over 250.000 Gallons

42 6-inch Meter
43

0 to 350.000 Gallons
Over 350.000 Gallons

45 8-inchMeter
46

0 to 900.000 Gallons
Over 900.000 Gallons

4 8  1 0 - i n c h  M e t e r
49
50
51 1 2 - i n c h  M e t e r
52

0 to 1.500.000 Gallons
Over 1.500.000 Gallons

0 to 2.250.000 Gallons
Over 2.250.000 Gallons
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Arizona American Waler Company Tubae Water
Docks! No. W-01303A-0B-GQ27
Test Year Ended: 12/31/07

SdwdWe MEM-1
Page 1~of 1

Present
Rates

Company
Proposed

Staff
Recommended

s
s
s
s
s

so.0o
45.0D
10.00
5.00

10.w
NIA
NIA

s
s
s
s
s

30.00
45.00
1o.oo
s.oo

1o.oo
NIA
N/A

s 30.00
s 45.00
s 10.oo
s 5.00
s 2s.oo
1.5% Per Month
1.5% Few Month

55
Se Service Charges
57 Establishment Re-establishment andlor lecunnectian of Semen:
51 Regular Hours
Se After Hours
so Water Meier Tesl (If Carved)
51 Meter Ra~Read (If Ccnuct)
Hz NSF Check Charge

Late Fee Cham
so Deferred Payment Finance Charge
es Deposit Requirements Residential
Se Deposit Requfvements Non-Residential
av Deposit Interest

o
-

our

11
-

so
as '° Residential - two limes the average be. Not-residentid - Iwo and one-half times the estimated maximum baL
AD
71 "'  Interes t  per [Per ACC Rule 14-2-403(B)l
TO
n
14
vs
vs Pmpased
77 Servioc Lim
Vu C h u t e

Pr¢sen\
Meter

Instulhlion
Charm

Total
Present
Charge

(I)
Total

Proposed
Charge

Stiff
Proposed .

Service Line
Charge

sun
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

Present
Service Lint

Clwur

s 370.00
s a7o.oo
s 420.00
s 4so.oo
s 580.00
s 580.00
s 745.00
s 465.00
s 1,090.00
s 1,120.00
s 1,510.00
s 1,630.00

Ancosl

s 130,00
s zo5.ao
s Z4D.D0
s 4so.oo
s 945.00
s 1,s4u.oo
s 1,4z0.00
s 2,195.00
s 2,270.00
s 3,145.00
s 4,425.00
s 5,120.00

AKCUS!

s soo.oo
s 575,00
s sso.o0
s 900.00
x 1,525.00
s 2,220.00

z1ss.oo
s 2,560.00

:.sso.oo
4,285.00
6,035.00
7,750.00

AlCClSl

s

s
s
s
s

A.d\.I8l can
Anunr C981
Actual Can
Ame: Cost
Actual C551
Aaual Cos!
Aev.lalCost
Adu2l Cost
Adud Cast
Actual Cost
Aauaa C051
Actual COS!
Adua( Cost

Proposed .
Meter

lnstallaiinn
Chlrgn

Actual Cost
AaunI Cost
Aaual Cost
Adull C051
Adv i l  cm
A&181 Cos!
Actual Cost
ActualCasi
Acxual COM
Actual cm
Actual Cost
Advil Cost
ActualCost

vide the new Sam

. Amen C951

.  Ame: Cusl

.  Adull Cost

. Acme Cost

.  Am e  Co s t

. Actual COS!
.  Adv il C9$1
. Aau=l Cost
.  AaualCost
. Actual COS!
4 A=1uaI Cost
. Actual Cost
, Ame: C051

s 445.00
s 445.00
s 495.00
s  s 5o .m
s 830.00
s 836.00
Ac1ualC°s1
Aaualcun
AdualCost
Actual Con
Actual Cost
Amen Cost
Ac¢ullCos!

s 155.00
s 255.00
s 315.00
s 525.00
S 1,045.0D
$1,890.00
AdualCos!
AdualCast
Ac\ual Cos1
Aauaa C081
Al:tualCust
AA:tuaICosi
Ame: C951

s eao.oa
s 700.00
s B10.00
s 1,07s.00
s 1,875000
s2,720.00
Advil Cosl
Ame: om
Actual cm
Aaual CoN
Actual Cast
Atluil COM
Amman Cu!!

79 Meter and Service Line Installation CMrges
to SIB x 3/4~inch Meter
BI 3/4-inch Meier
oz 1-inch Meter
as 11l2»inch Meter
14 2-inch Turbine Meier
as 2-ind\ Compound Meter
as 3-inM Turbine Meter
11 3-inch Compound Meter
as 4»inch Turbine Meter
as 4»inc:h Compound Meter
so sirtch Tmbins Meter
91 6-inch Compound Meter
so B-indw or Larger
13
94 An applicant for water service shall pay to the Company, as a refundable advance in :id of cash-union Me full east lo pro
as
as IN ADDITIDN TO THE cou.EcT\on DF REGULAR RATES, THE um.mr WIU. COLLECT FROM re CUSTOMERS A pRopoRnor4ATe SHARE
DO OF ANY PRNILEGE, sAI.Es_usE, AND FRANCHISE TAX PER cowwssmn nuts $4-2-4D9D(5).
91
go Au. Aovmcss ANDlOR CONTRIBUTIONS ARE TD INCLUDE owe. u\A1ERw..s, UVERHEAD5, AND ALL AFFUCABLE TAXES. uuczuorurs
100 ALL GROSS-UP TAXES FOR lNCOME 1Axzs, IF APPLICABLE

he line and meter.

.1
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Average Usage

Average Usage

Median Usage

Arizona American Water Company Tubac Water
Docket No. W-01303A-080227
Test Year Ended December31, 2008

Company Proposed

Staff Recommended

Gallons

N/A

11 ,797

11 ,797

Typical Bill Analysis
General Service 5/8 x 3/4-lnch Meter

Present
Rates

49.46

49.45

Proposed
Rates

85.44

Dollar
Increase

35.97

11

Schedule MEM-2

Percent
Increase

72_73%

\ 1

Median Usage N/A

Preset' a Proposed Rates (Without Taxes)
General Service 5/B x 3/4-Inch Meter

Gallons Present
Company
Proposed

Stiff
Recommended

recommended
Consumption Rates Increase Rates Increase

1 , 000
2, 000
3, 000
4 , 000
5, 000
6 , 000
7 , 000
0, 000
9, 000

11, 797
10 , 000
11 , 000
12 , 000
13 , 000
14 , 000
1 5 . 0 0 0
16 , 000
17 , 000
18 , 000
19 , 000
20 , 000
25, 000
30. 000
35, 000
40 , 000
45 , 000
50 , 000
75 , 000

100 , 000

1 9 , 6 8
21 .57
2 3 . 4 6
2 5 , 3 5
2 7 2 4
3 0 . 0 9
32.94
3 5 . 7 9
3 8 . 5 4
4 1 . 4 9
4 9 , 4 6
44 . 34
4 7 . 1 9
5 0 . 0 4
5 2 . 8 9
5 5 . 7 4
5 8 . 5 9
SI  .44
6 4 . 2 9
67.14
6 9 . 9 9
72. B 4
8 9 . 8 9

106 . 94
123.99
141 .04
15B.D9
1 7 5 . 1 4
280.39
3 4 5 . 5 4

R a t e s
3 2 . 5 0
3 6 . 2 B
4 0 . 0 6
4 3 . 8 4
4 7 . 6 2
5 2 . 4 7
5 7 . 3 2
G2. 17
5 7 . 0 2
71 .87
B5. 44
7 6 . 7 2
BI  .57
8 6 . 4 2
91 .27
9 6 . 1 2

1 0 0 . 9 7
1 0 5 . 8 2
1 1 0 . 6 7
1 1 5 . 5 2
1 2 0 . 3 7
1 2 5 . 2 2
1 4 9 . 9 7
1 7 4 , 7 2
1 9 9 . 4 7
224 .22
2 4 8 . 9 7
2 7 3 , 7 2
3 9 7 . 4 7
5 2 1 . 2 2

6 5 . 1 4 %
6 8 . 2 0 %
7 0 . 7 6 %
7 2 . 9 4 %
7 4 . 8 2 %
7 4 . 3 8 %
74.01 as
7 3 . 7 1 %
7 3 . 4 5 %
7 3 . 2 1 %
7 2 . 7 3 %
7 3 . 0 3 %
7 2 . 8 5 %
7 2 . 7 0 %
7 2 . 5 7 %
7 2 . 4 4 %
7 2 . 3 3 %
7 2 . 2 3 %
7 2 . 1 4 %
7 2 . 0 6 %
71 .98%
71 .91 as
6 6 . 8 4 %
6 3 . 3 8 %
6 0 . 8 8 %
5 8 . 9 8 %
5 7 . 4 9 %
5 6 . 2 9 %
5 2 . 6 4 %
5 0 . 8 0 %

.9

s s

s

s s s

as

I
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY, INC

DOCKET no. W-01303A-08-0227

The Surrebuttal Testimony of Staff witness Marvin E. Millsap considers revised revenue
requirements for each water district and makes changes to the rates 'recommended in his
Direct Testimony

Agua Fria Water District

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 7,400
gallons per month under the Company's proposed rates would be billed $38.48, or $14.32
more than the current $24.16 for a 59.28 percent increase. By comparison, Starr" s
recommended rates would have a residential 5/8 x 3/4-inch meter customer constuning the
average usage of 7,400 gallons per month paying $29.87, or $5.71 more than the current
$24. 16 for a 23.64 percent increase

Havasu Water District

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 9,705
gallons per month under the Company's proposed rates would be billed $68.07, or $31.48
more than the current $36.59 for an 86.04 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 9,705 gallons per month paying $48.64, or $12.06 more than the current
$36.59 for a 32.95 percent increase

Mohave Water District

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 8,073
gallons per month under the Colnpany's proposed rates would be billed $24.50, or $7.06
more than the current $17.44 for a 40.46 percent increase. By comparison, Staff' s
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 8,073 gallons per month paying $18.45, or $1.01 more than the current
$17.44 for a 5.81 percent increase

Paradise Valley Water District

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 20,493
gallons per month under the Company's proposed rates would be billed $70.54, or $21.34
more than the current $49.20 for a 43.37 percent increase. By comparison, Staffs
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 20,493 gallons per month paying $57.99, or $8.79 more than the current
$49.20 for a 17.86 percent increase

Sun City West Water District

A residential 5/8 X 3/4-inch meter customer consuming the average usage of 6,704
gallons per month under the Company's proposed rates would be billed $35.09, or $15.58
more than the current $19.51 for a 79.83 percent increase. By comparison, Staff's



recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 6,704 gallons per month paying $32.33, or $12.81 more than the current
$19.51 for a 65.65 percent increase.

Tubac Water District:

A residential 5/8 x 3/4-inch meter customer consuming the average usage of 11,797
gallons per month under the Company's proposed rates would be billed $85.44, or $35.97
more than the current $49.46 for a 72.73 percent increase. By comparison, Staff s
recommended rates would have a residential 5/8 x 3/4-inch meter customer consuming the
average usage of 11,797 gallons per month paying $71.40, or $21.94 more than the current
$49.46 for a 44.35 percent increase.

Staff recommends approval of its rates and charges.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 1

1 INTRODUCTION

2 Q.

3

4

5

Please state your name, occupation, and business address.

My name i s  Marv in E.  Mi l l sap. I  am a  Publ ic  Uti l i t i es  Ana lys t  W employed by the

Arizona Corporation Commission ("ACC" or "Commission") in the Uti l i t ies Divis ion

("Staff"). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Are you the same Marvin E. Millsap who filed Direct Testimony in this case?

8 Yes I am.

9

10 Q-

11

12

13

14

What is the purpose of your Surrebuttal Testimony in this proceeding?

The purpose of my Surrebuttal Testimony in this proceeding is to present updates to

Staff s recommended rates for the six water systems in Arizona-American Water

Company, Inc.'s ("Arizona-American" or "Company") addressed in my Direct Testimony

due to changes in the revenue requirements for the various systems.

15

16 Q-

17

18

What is the scope of your testimony in this case?

I am presenting Staffs testimony and schedules addressing rate design of the six water

systems included in this case.

19

20 RATE DESIGN

21 Q-

22

Have you prepared a schedule summarizing the present, Company proposed, and

Staff recommended rates and service charges?

23

24

25

Yes. A summary of the present, Company proposed, and Staff recommended rates and

service charges for the Agua Fria, Havasu, Mohave, Paradise Valley, Sun City West and

Tubac Districts ("water systelns") are provided on Surrebuttal Schedule MEM-l for each

26

A.

A.

A.

A.

A.

district.

J



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 2

l

2

3

4

Agua Fria Water District

Q. Would you please summarize the Company's proposed rate design for the Agua Fria

Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Agua Fria Water District.

Q- Would you please summarize Staffs recommended rate design for the Agua Fria

Water District?

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Agua Fria Water District. Staffs recommended rates will produce

revenues of approximately $21,377,068 ($20,47l,951 water revenues, $905,117 odder

water revenues).

5

6

7

8
9

10

11

12

13

14

15

16

17

18

19

20

Q- What is the rate impact on a 5/8 X 3/4-inch meter residential customer using an

average consumption of 7,400 gallons?

21

22

The average usage of residential 5/8 x 3/4-inch meter customers is 7,400 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $14.32

or  59.28 percent  increase in his /her  moodily bill from $24.16 to $38.48 under  the

Company's proposed rates. By comparison, die average residential 5/8 x 3/4-inch meter

customer would experience a $5.71 or 23.64 percent increase in his/her monthly bill from

$24.16 to $29.87 under  Sta te's  recommended ra tes. Please see Staffs Surrebutta l

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.



Surrebultal Testimony of Marvin E. Millsap
Docket No. W+1303A-08-0227
Page 3

1

2

3

4

Havasu Water District

Q. Would you please summarize the Company's proposed rate design for the Havasu

Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Havasu Water District.

A.

5

6

7

8

9

10

Q-

11

Would you please summarize Staff's recommended rate design for the Havasu Water

District?

Yes. Staff recommends Staff s rates and charges presented on Surrebuttal Schedule

MEM-1 for the Havasu Water District. Staffs recommended rates will produce revenues

of approximately $1,408,317 ($l,385,207 water revenues, $23,110 other water revenues).

12

13

14

Q, What is the rate impact on a 5/8-inch X 3/4-inch meter residential customer using an

average consumption of 9,705 gallons?

15

16

17

18

19

20

21

The average usage of residential 5/8 x 3/4-inch meter customers is 9,705 gallons per

month. The average residential 5/8 X 3/4-inch meter customer would experience a $31.48

or 86.04 percent increase in his/her monthly bill from $36.59 to $68.07 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $12.06 or 32.95 percent increase in his/her monthly bill from

$36.59 to $48.64 under Staffs recommended rates. Please see Staffs Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

22

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 4

1

2

3

4

Mohave Water District

Q, Would you please summarize the Company's proposed rate design for the Mohave

Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Mohave Water District.5

6

7

8

9

10

Q-

11

Would you please summarize Staff's recommended rate design for the Mohave

Water District?

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Mohave Water District. Staffs recommended rates will produce revenues

of approximately $5,345,121 ($5,16-4,098 water revenues, $181,023 other water

revenues).12

13

14 Q-

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 8,073 gallons?

The average usage of residential 5/8 x 3/4-inch meter customers is 8,073 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $7.06

or 40.46 percent increase in his/her monthly bill from $17.44 to $24.50 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $1.01 or 5.81 percent increase in his/her monthly bill from

$17.44 to $18.45 under Staffs recommended rates. Please see Staffs Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.

r



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 5

1

2

3

4

Paradise Valley Water District

Q. Would you please summarize the Company's proposed rate design for the Paradise

Valley Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-l for the Paradise Valley Water District.5

6

7

8

9

10

11

Q. Would you please summarize Staffs recommended rate design for the Paradise

Valley Water District?

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Paradise Valley Water District. StafFs recommended rates will produce

revenues of approximately $9,470,254 ($9,453,635 water revenues, $16,619 other water

revenues).12

13

14 Q» What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

15

16

17

18

19

20

21

22

average consumption of 20,493 gallons?

The average usage of residential 5/8 x 3/4-inch meter customers is 20,493 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $21.34

or 43.37 percent increase in his/her monthly bill from $49.20 to $70.54 under the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience an $8.79 or 17.86 percent increase in his/her monthly bill from

$49.20 to $57.99 under Staffs recommended rates. Please see Staffs Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.



Suxrebuttal Testimony of Marvin E. Millsap
Docket NoQW-1303A-08-0227
Page 6

1

2

3

4

Sun City West Water District

Q. Would you please summarize the Company's proposed rate design for the Sun City

West Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MIEM-1 for the Sun City West Water District.5

6

7

8

9

10

Q-

11

Would you please summarize Staffs recommended rate design for the Sun City West

Water District?

Yes. Staff recommends StafFs rates and charges presented on Sunebuttal Schedule

MEM-1 for the Sun City West Water District. The rate design described in my Direct

Testimony has not changed. Staff's recommended rates will produce revenues of

approximately $9,153,704 ($9,113,303 water revenues, $40,401 other water revenues).12

13

14 Q- What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

average consumption of 6,704 gallons?15

16

17

18

19

20

21

22

The average usage of residential 5/8 x 3/4-inch meter customers is 6,704 gallons per

month. The average residential 5/8 x 3/4-inch Meter customer would experience a $15.58

or 79.83 percent increase in his/her monthly bill from $19.51 to $35.09 under the

Company's proposed rates. By comparison, the average residential 5/8 X 3/4-inch meter

customer would experience a $12.81 or 65.65 percent increase in his/her monthly bill from

$19.51 to $32.33 under Staffs recommended rates. Please see Staffs Surrebuttal

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.

23

A.

A.

A.



Surrebuttal Testimony of Marvin E. Millsap
Docket No. W-1303A-08-0227
Page 7

I

1

2

3

4

Tubac WaterDistrict

Q, Would you please summarize the Coxnpauy's proposed rate design for the Tubae

Water District?

Yes. The Company's proposed rates and charges are presented on Surrebuttal Schedule

MEM-1 for the Tubac Water District.5

6

7

8

9

10

11

12

Q, Would you please summarize Staff's recommended rate design for the Tubac Water

District? .

Yes. Staff recommends Staffs rates and charges presented on Surrebuttal Schedule

MEM-1 for the Tubac Water District. Staffs recommended rates will produce revenues

of approximately $643,634 ($639,795 water revenues, $3,839 other water revenues).

13

14

Q. What is the rate impact on a 5/8 x 3/4-inch meter residential customer using an

15

16

17

18

19

20

average consumption of 11,797 gallons?

The average usage of residential 5/8 x 3/4-inch meter customers is 11,797 gallons per

month. The average residential 5/8 x 3/4-inch meter customer would experience a $35.97

or  72.73 percent  increase in his /her  monthly bill Hom $49.46 to $85.44 under  the

Company's proposed rates. By comparison, the average residential 5/8 x 3/4-inch meter

customer would experience a $21 .94 or 44.35 percent increase in his/her monthly bill Hom

$49.46 to $71.40 under  Staffs  recommended ra tes . Please see Staffs Surrebutta l

Schedule MEM-2, typical bill analysis for residential 5/8 x 3/4-inch meter customers.21

22

23 Q- Does this conclude your Surrebuttal Testimony?

24 .A.

A.

A.

A.

Yes, it does.



ARIZONA-AMERICAN - AGUA FRIA WATER
Docke No. W-D1303A-0B-0227
Test Year Ended: 12/31/07

Surrebuttal Schedule MEM-1
Pag e 1 o f  2

R A T E  D E S I G N

$
$
$
$
$
$
$

P r e s e n t
R a t e s

1 0 . 4 5
2 5 . 7 4
5 5 . 9 0
8 3 . 8 4

1 6 4 . 0 2
2 2 0 . 5 3
4 2 5 . 2 2

$
$
$
$
$
$
$

C o m p a n y
P r o p o s e d

1 5 . 0 0
3 8 . 3 8
8 0 . 2 4

1 2 0 . 3 4
2 3 5 . 4 4
3 1 6 . 6 9
6 1 0 . 3 6

R e c o m m e n d e d
$
$
$
$
$
$
$
$
$
$

3 3 . 7 7
5 7 . 5 0

1 0 8 . 0 0
2 1 6 . 0 0
3 3 7 . 4 5
6 7 4 , 8 5

1 , 079 . 75
1 , 552 . 10
2 , 901 . 75

$ 1 9 1 . 7 5 $ 2 7 5 . 2 4 $ 2 2 2 . 4 3

1 M o n t h lv  M i n i m u m
2  5 / 8  x  x 3 / 4 - i n c h  M e t e r
3  1 - i n c h  M e t e r
4  1 1 / 2 - i n c h  M e t e r
5  2 - i n c h  M e t e r
s  3 - i n c h  M e t e r
7  4 - i n c h M et er
8  6 - i n c h  M e t e r
9  8 - i n c h  M e t e r
1 0  1 0 - i n c h  M e t e r
1 1  1 2 - i n c h  M e t e r
12
13  O t he r  pub li c  E n t i t i es  -  S t a t e  P r i s ion
14
15 M ont h lv S ervice  Charg e  f o r  F i r e  S nr ink t e r
1 6  4 - i n c h  M e t e r
1 7  6 - i n c h  M e t e r
la  8 ~ i n c h  M e t e r
1 9  1 2 - i n c h  M e t e r
20
21
22 G a l lo n s  i n  t h e  M i n i m u m
23

$
$
$
$

2 7 . 2 5
4 0 . 8 6
5 4 . 4 8

163_44

$
$
$
$

4 9 . 6 0
7 4 . 3 7
9 9 . 1 5

2 9 7 . 4 8

$
$
$
$

6 3 . 2 0
1 8 9 . 5 9

25 C o m m o d i t v  R a t e s
pa (Res id en t ia l.  Com m erc ia l.  Ind us t r ia l)
27
pa  5 / 8  x  3 / 4 - inc h  M et e r  Res id en t ia l
29

Per 1.000 Gallons

0  -  4 . 000  G a llons
4 . 001  -  13 . 000  G a llons
O ve r  13 . 000  G a l lons

$

$

2 , 9 2 6
3 . 4 8 3
3 . 6 7 0

$
$
$

3 2  5 / 8  x  3 / 4 - i n c h M et er C o m m e r c i a l
33

0  t o  13 . 000  G a llons
O ve r  1 3 . 0 0 0  G a l lo n s 3 , 6 7 0 $

3 5  1 - i n c h  M e t e r
as

0  t o  45 . 000  G a llons
O ve r  4 5 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 6 7 0

$
$

CB  1  1 / 2 - inc h  M et e r
39

0  t o  100 . 000  G a llons
O ve r  1 0 0 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 8 7 0

$
s

0  t o  150 . 000  G a llons
O ve r  1 5 0 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 670

$
$

4 1  2 - i n c h  M e t e r
42
43
4 4  3 - i n c h  M e t e r
45

0  t o  300 . 000  G a llons
O ve r  3 0 0 . 0 0 0  G a l lo n s

3 . 463
3 . 6 7 0

$
s

4 7  4 » i n c h  M e t e r
48

0  t o  400 . 000  G a llons
O ve r  4 0 0 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 6 7 0

$
s

5 0  6 - i n c h  M e t e r
51
52
5 3  8 - i n c h  M e t e r

0  t o  800 . 000  G a llons
O ve r  8 0 0 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 6 7 0

$
$

0  t o  1 . 125 . 000  G a llons
O ve r  1 . 1 2 5 . 0 0 0  G a l lo n s

3 , 4 6 3
3 . 6 7 0

$
$

0  t o  1 . 500 . 000  G a llons
O ve r  1 . 5 0 0 . 0 0 0  G a l lo n s

3 . 4 6 3
3 . 6 7 0

s
$

55
a s  1 0 - i n c h  M e t e r
57
5B
5 9  1 2 - i n c h  M e t e r
ea

0 to 2.250.000 Gallons
Over 2.250.000 Gallons

3 . 4 6 3
3 . 6 7 0

$
$

s z  A r i z o n a  W a t e r  C o n t r a c t
63

0  t o  8 . 000  G a llons
O ve r  8 . 0 0 0  G a l lo n s

2 . 9 2 6
3 . 4 8 3

$
$

A ll  G a l lo n s 3 , 4 8 3 $as  O t her  P ub li c  E n t i t ies  -  S t a t e  P r is ion
88
6 7  O W U  -  P l  S u r p r i s e A l l  G a l lo n s

A l l  G a l lo n s69 P r i va t e  F i r e  S er vi c e
70
71 lr r i q a t ion lB u lk  -  Raw
72
73 Ir r ig a t ion  -  Non Pot ab le
74
75

A l l  G a l lo n s

A l l  G a l lo n s

1 . 0 0 0

1 . 2 4 0

$

$



ARIZONA-AMERICAN .AGUA FRIA WATER
Docks ND, W.g13g3A,Qg.0227
Test YearEnded: 12/31/07

Sunebnild Schedule MEM~1
Pages old

Present
Rates

Company
Prnpased

Slafi'
Recommended

s 39.g0 s woo s 300o
s 40_Qg s 40.oo s 40,09
s 10,00 s s1.oo s 81.00
s 5.00 s 5.00 s 5.00
s 10.oo s 1o.oo s 10.00
1.5% Par MoM 1,5"/. Per Mont! 1.5% Per mnwnh

N/A N/A WA
-

nu

111

76
77 Service Charges
'is Establishment Re-establishment andlreuonnadion d Service:
79 Regular Hours
an After Hours
at Water Meter Test (If Correct)

oz Meter Re-Read (If Correct)
ea NSF CheW Charge
BE Late Fee Charge
as Defined Payment Finance Charge
as Deposit Requirements Residential
av Deposit Requirements Nan-Residential
BB Deposit Interest
BE

nil
on

anQ

an Residential - two times the average bill. Non-residential - nun and one-half times the estimated maximum bill.

FreseM
ServiceLina

Cham¢

Present
Meter

Installation
Chime

Total
Presenrl
Charge

Compile
Proposed

Service Line
Chama

Compare
Proposed

Meter
Installation

Chime

Companv
Trial

Proposed
Charge

Staff
Stiff Recommended

Recummanded Meter
Service Lino Installation

Charge Chime

staff
Total

Recommended
Charge

UP
91
so interest per [Par ACC Rate 14-2-4D3(B)I
so
94
95
as
97
as
99
mo Meter and Service Line lnstallatian Cmraes
101 5/8 x 3/4-inch Meter
102 3/4-inch Meier
103 1-inch Meter
104 1112-in0h Meter
105 2-inch Turbine Meier
10s 2~inch Compound Meter
107 3~inch Turbine Meter
we 3~ind1 Compound Meter
109 4-inch Turbine Meter
110 4-indw Compound Meter
111 6-inch Turtrirze Meter
112B-indi Compound Meter
113 8-inch or Lerner
114
115 An applicant for water service shall pay to the Company, as a refundable advance in aid of construction the lull cost Io provide the new service line and meter.

s 370,oo
s 37000
s 420.00
s 450.00
s 580.00
s 580.00
s T45.00
s 755.00
s 1 ,09D.00
s 1,120.00
s 1:610.00
s 1530,00
ActualCos!

s 130.00
s 20s.00
s 240,09
s 450,oo
s 945.00
s 1,540.00
s 1,420.00
s 2,19500
s 2,270.00
s 31450D
s 4,425.00
s 5,120.00
AdualCos\

s 500.00
s 575,00
s 550.00
s suo.uo
s 1,525.00
s 2120.00
s 2,155.00
s 2,950.00
s 3,350.00
s 4255.00
s 5,035.00
s 7,750.00
Actual Cosi

Actual Cos!
Adull Cost
Actual Cos!
Actual can
Adull Cost
Actual Cost
Actual Cost
Actual C651
Actual Coil
Actual Cost
Actual Cost
Aauol Cos!
Adull Cost

Actual Cost
Actual Cost
Actual Cos!
Actual Cost
Advil Cost
Actual Cost
ActualCost
Actual Cost
Amman Cost
AchlaI Cost
ActualCod
Actual Cost
Actual Cost

. AduBlc°s1
, Adualcosl
. AduaICos!
. AdualCost
4 Actual CBS(
. Actual Cost
. Actual cos!
. AdusIOos!
. Actual Cost
, AdualCus\
, ActuaICost
. Actual Cost
. Actual C951

s 445.00
s 445.00
s 49s.00
s sso.oo
s 830.00
s eao.00
Actual Cos!
Actual Cnst
A4:1.ualCnst
AA:1AJalCns¥
Achlalco,1
AMaalCns!
Acmalcosx

s 1ss.oo
s 255.90
s 315,00
s 525,00
$1,045.00
$1,890.00
Ac1ual Cosl
Amu:lCos\
AdualCus\
AmuaICost
Adualcost
Ac\ualcosl
AciuIlcost

s soon
s 700.00
s B10.00
s 1,075,0D
s 1,875,00
s 2,720.00
Anus! Cost
Actual CoN
Actual 0951
Amid Cos!
Anxuai Cost
Aclull Cost
Adull CD$\

NB N ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITYWLL COLLECT FROM rr CUSTOMERS A PRQPGRTICJNATE SHARE
117 OF ANY pwvlLsGs, $AI__E5_U5§_ AND FRANCHISE TAX. PER COMMISSION RULE 14~2-409D(5).
11s
119 ALL ADVANCES ANDIUR CONTRIBUTIONS ARE TO »EXCLUDE IABOR, uIA'rERw.s, OVERHEADS, AND Au. APPLEABLE TAXES, INCLUDNG
120 ALL GROSS-UP TAXES FOR NCOME TAxes, IF Appuc»aLa
121



ARIZONA-AMERICAN . AGUA FRiA WATER
Docks No. W-01303A-0B-0227
Test Year Ended December 31 . 2007

Surrebuttal Schedule MEM-2

Typical Bill Analysis
General Service 5/8 x 3/4-lnd1 Meter

Gallons
Presen\
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 24.16 s 59.28%

Median Usage

Staff Recommended

Average Usage

Median Usage

Present & Proposed Rates (Wrthoul Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons Present
Company
Proposed Recommended

recommended

Consumption Rates lnaease Rates Increase

49.51%
54.12%
57.78%

60.21%
59.76%

10.000
11 .000

59.11%
58.85%
59.28%
58.65%
58.46%
58.30%

15.000 55.70%

101.91
120.26
138.60

53.79%
52.98%
52.2G%
5161%
49.10%
47.40%

108.05 45.26%
175.30

43.96%
42.21%



ARIZONA AMERICAN . HAVASU WATER
Docket No. W-D1303A-08-0227
Test Year Ended December 31. 2007

Surrebuttal Schedule MEM-1
Page 1 of 2

RATE DESIGN

Company
Proposed

$
$

Present
Rates

17.40
29.84

$
$

28.00
48.18

$
$
$

58.91
80.15

101.39

$
$
$

94.80
128,98
153.15

Recommended
$ 23.00
$ 57.50
$ 115.00
$ 184:00
$ 368.10
$ 575.00
$ 1,149.95
$ 1,839.91
$ 2,644.87
$ 4,944.76

1 Monthlv Minimum
2 5/8 x 3/4-inch Meier
3 1-inch Meter
4 11/2-inch Meter
5 2-inch Meter
is 3-inch Meter
7 4-inch Meter
B 6-inch Meter
9 8-inch Meter
10 10-inch Meter
11 12-inch Meter
12
13 6-inch, or smaller, Meter for Apartments, RV Parks and Resorts 14.00 5

is Gallons in the Minimum
17

Per 1 .00O Gallons19 Commoditv Rates
20 (Residential and Commercial)
21
22 5/8 x 3/4-inch Meter Residential
23

Block

0 - 4.000 Gallons
4.001 - 13.000 Gallons
Over 13.000 Gallons

4.033
4,196
4.555

$
$
$

25
pa 5/8 x 3/4-inch Meter Commercial and Indus 0 to 13,000 Gallons
27 Over 13.000 Gallons

29 1-inch Meter 0 to 30.000 Gallons
Over 30.000 Gallons

32 1 1/2-inch Meter
33

35 2-inch Meter
36

0 to 60.000 Gallons
Over 60.000 Gallons

$

CB 3-inch Meter
39

0 to 90.000 Gallons
Over 90.000 Gallons

$

0 to 110.000 Gallons
Over 110.000 Gallons $

41 4-inch Meter
42
43
44 6-inch Meter
45
46
47 8-inch Meter
48
49
50 10-inch Meter
51
52
53 12-inch Meter

0 to 500.000 Gallons
Over 500.000 Gallons $

56



ARIZONA AMERICAN . HAVASU WATER
Duckat Na. w»ot3oaA-os-m27
Test Year Ended Deccmher 31_ 2007

Surnhuttnl Schedule MEMO
Page 2 of  2

Present
Rates

Company
Proposed

Staff
Recommended

s
s
s
s
s

25.00
34.00
10.00
s . ao

10.00
N/A
NIA

s
s
s
s
s

25.00
34.00
10.00
5.00

1o.oo
N/A
N/A

s 25.00
s 34.00
s 10.00
s s.oo
s 25.00
1.5% Per Month
1.5% Per Month

on

a1:

Ann

ro
-

Residential - Mo t imes the average bill.  Non-residentia! - two and cnehali times the estimated maximum bill,

Present
Service Line

Charge

Present
Meter

Instatlaiion
Charge

Total
Present
Charge

Proposed
Service Line

Charge

Proposed
Meter

Installation
Charge

( I )
Total

Proposed
Charge

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

57
as Sewioe Charges
as Establishment Re-establishment and/of reconnection at Service:
60 Regular Hours
61 After Hours
so Water Meter Test (If Correct)
as Meter ReRead (If Coned)
M NSF Check Charge
as Late Fee Charge
as Defined PaymeM Finance Charge
av Deposit Requirements Residential
as Deposit Requirements Non-Residentid
as Deposit lnierest
70
71
72
73 990 Interest per [Per ACC Rwe 14-2-4Q3(8))
74
75
75
77
7B
TD
ea Meter and Service Line Installation Charges
so 5/8 x 3/4-inch Meter
so 3/4-indw Meter
as 1-inch Meter
so 11/2-inch Meter
as 2-inch Turbine Meter
as 2-inch Compound Meter
so 3-indn Turbine Meter
as Mnch Compound Meter
an 4-inch Turbine Meter
so 4-inch Compound Meter
91 6~inch Turbine Meier
so 6-inch Compound Meter
as B-inch or Larger
94
95 An applicant for water service shall pay Io the Company, as a veiundable advance in aid of construction the full oosl to provide the new service line and Meier.
95
BE IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE \mLrrv WILL CDLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
CB OF ANY PRIWLEGE, sALes_usE. AND FRANCHISE TAX PER COMMISSION RULE 1l-2-40iD(5).
BB
100 ALL ADVANCES ANDIOR CGNTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE tAxEs, INCLUDING
1o1 ALL GR055,Up TAXES FOR INCOME TAXES, IF AFFUCMBLE

s 370.00
s 370.00
s 420.00
s 450.00
s sao.oo
s sao.oo
s 745.00
s 465.00
s  1,D90,00
s  1,120.00
s 1,510.00
s 1,530.00
Adua lcos l

s 130,00
s 205.00
s 240.00
s 4 5 0 0 0
s 945.00
s  1 , 640 , 09
s  1 , 420 . 00
s  2 , 195 . 00
s 2,270.90
s  3 , 145 . 00
s  4, 425. 00
s  5, 120. 00
Aduu I C os \

s 500.00
s 575.00
s eso.0o
s 900.00
s  1 , 5 2 5 . 0 0
s  2 , 220000
s 2,155.00
s  2, 560000
s  3 , 360 . 00
s 4,255.00
s  6 , 0 3 5 . 0 0
s  7 , 7 5 0 . 0 0
Ar.1ualCcst

Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual C081
Ame:  COS!
Actual Cost
Aalu8l Cos!
Actual Cast

Aaual Cost
Aquas Cost
Actual Cost
Anna: Cos!
Actual Cos!
Actual Cost
ActualC os!
Actual Cost
Aclual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

Aaual Cost
Actual Cast
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cos!
Actual Cost
Actual Cos!
Actual Cost
Actual Cost
Actual Cost
Actual Cost

s  4 4 5 . 0 0
s 445.00
s 495.00
s  s s o . o o
s  8 3 0 0 0
s  8 3 0 . 0 0
Aaual Cos1
Ac1uaI Cost
Ac=!ualCost
Adua\ Cos1
Achlal Cost
Actual cost
Aaualcasx

s  1 5 5 . 0 0
s  2 5 5 . 0 0
s  3 1 5 . 0 0
s  5 2 5 . 0 0
$1, 045. 00
$1, 890. 00
AduaICost
Ac1ual Cost
A4:tualCost
Ad1Jal C0sl
A4:1ualCost
Actual Cost
Ac1ualCost

s  8 0 0 . 0 0
s  7 0 0 . 0 0
s  8 1 0 . 0 0
s 1,075.00
s 1,875.00
s2 ,720.00
Actual COS!
Actual Cost
AC\LI8l Cost
Actual Cost
Actual Cost
Actual Cosl
A c t u a l  c w



ARIZONA AMERICAN - HAVASU WATER
Docket No. W-01303A-08-0227
Test YearEnded December 31 . 2006

AverageUsage

CompanyProposed

Average Usage

Median Usage

Staff Recommended

Gallons

Typical Bill Analysis
General Service 5/8 x 3/4-lrlGh Meier

Present
Rates

35.59

Proposed

x w<,~

E .

s
~

Dollar
Increase

2:

i f n ;
1 4 §1 s:| ,| ;\;;¢:5% Y A

Suriebuttal Schedule MEM-2

Percent
lnaease

Median Usage

Present & Proposed Rates (\Mthoui Taxes)
General Service 5/8 x 3/+ln¢h Meter

Company
Proposed RecommendedGallons

Consumption
Present
Rates Increase

60.92%
67.88%
73.72%

82.95%
83.71 %

85.36%

86.14%

11 .000
BB.76%
B7,02%
BB.7B%

15.000
86.31%

85.95%
85.79%

35.000

113.78
136.56
159,33
182,11

111.29
123.79

75.000

B3.75%
83.26%
83.01%261.31 47821



a

Arizona-American - Mohave Water
Docket No. W.013g3A,g5.g227
Test Year Ended December 31, 2007

Surrebuttal Schedule MEM-1
Page 1 of 2

RATE DESIGN

Present Staff

Line

Company

Pl"opDs€d
$
$
$
s
$
$
$
$
$

$
$
$
$
$
s
$
$
$

12.00
29,14
58.29
93.26
54.69

188.51
294.86

94.13
582.86

Svslem
Bullhead
Bullhead
Bullhead
Bullhead
Havasu
Bullhead
Bullhead
Havasu
Bullhead
Bullhead
Bullhead
Bullhead

Rates
8_75

21 .25
42.50
58.00
39.68

136.00
215.00
5B.64

425.00
NIA
N/A
N/A

N/A
WA
NIA

RecoITlI'l'1€hd€d
s 9.15
$ 22.88
$ 45.75
s 73.20
$ 41 .52
$ 145.40
$ 228.75
$ 71 .45
$ 457.50
$ 732.00
s 1,052.25
s 1,957.25

s
$
$
$
$
s

3.23
6.45
9.58

12.91
16,13

8.22

$
s
$
$
$
$

9.69
19.35
29.04
38.75
4B.39
24.55

$
$
$
$
$
$

3.36
6.71

10.08
13.49
16.79
8.56

Per 1.000 Gallons
B\ock

0 - 4,000 Gallons
4,001 -10,000 Gallons
Over 10,000 Gallons

s
$
$

0.85
1.30
1.50

$
$
$

1.471
1.625
1 .744

s
$
$

0.95
1.35
1.64

D to 10,000 Gal\ons
Over 10,000 Gallons

$
s

1.30
1.50

$
$

1 .eds
1.744

$
$

1.35
1.64

0 to 10,000 Gallons
Over 10,000 Gallons

$
$

1.30
1.50

$
s

1.G25
1.744

$
$

1.35
1.64

1.30
1.50

$
$

1.625
1 .744

s
$

1.35
1.64D to 25,000 Gallons

Over 25,000 Gallons
$
s 9

0 to 50,000 Gallons
Over 50,000 Gallons

$
$

1.30
1.50

s
$

1.625
1.744

$
s

1.35
1.64

0 to 60,000 Gallons
Over 60,000 Gallons

s
$

1.55
1.87

s
$

1.944
2.174

s
$

1.35
1.54

0 to 80,000 Gallons
Over B0,000 Gallons

$
$

1.30
1.50

$
$

1.825
1.744

$
$

1.35
1.64

D to 150,000 Gallons
Over 150,000 Gallons

s
s

1.30
1.50

s
$

1 .625
1.744

$
s

1.35
1.64

0 to110,000 Gallons
Over 110,000 Gallons

$
$

1.55
1.87

$
$

1.944
2.174

$
s

1.35
1.54

0 to 250,000 GBII0l'\5
Over 250,000Gallons

$
$

1.30
1.50

s
$

1.625
1.744

$
$

1.35
1.64

0 to 500,000 Gallons
Over 500,000 Gallons

s
$

1.30
1.50

$
$

1,525
1.744

$
s

1.35
1.64

D to 1,125,000 Gallons
Over 1,125,000 Gallons

N/A
N/A

N/A
N/A

$
s

1.35
1.54

0 to 1,500,000Gallons
Over 1,500,000 Gallons

N/A
NIA

NIA
N/A

s
$

1.35
1.54

D to 2,250,000 Gallons
Over 2,250,000 Gallons

N/A
NIA

N/A
N/A

$
$

1.35
1.64

No.Monthlv Minimum
1 5/8 x 3/4-inch Meter
z 1-inch Meter
s 11/2-inch Meter
4 2-inch Meter
5 2-inch Meter
s 3-inch Meter
e 4-inch Meter
7 4~inch Meter
B 5-inch Meter
9 8-inch Meter
10 10-inch Meter
11 12-inc:h Meter
12
13
14 Monthlv Service Charge for Hre Sprinkler
15 2-inchMeter No Usage
16 4¢inch Meter No Usage
17 6-inch Meter No Usage
la 8-inch Meter NO Usage
19 10.in<:h Meter No Usage
20 Hydrant No Usage
21
Z2
23 Gallons in the Minimum
24
25
be Commoditv Rates
27 (Residential. Commercial. Industrial)
2B
29 5/8 x 3/4-inch Meter Residential
30
31
32
33 5/8 x 3/4-inCh Meter Apartment
34
35
34 5/8 x 3/4-indu Meter Commercial
35
36
37 1-inch Meter:
38
39
40 1 1/2-inch Meter:
41
42
43 2-ind1 Meter - Havasu
44
45
43 2-inch Meter
44
45
is 3-inch Meter
47
CB
49 4-inch Meter - Havasu.
50
CB
49 4-inch Meter
AD
51
52 6-inch Meter
53
54
55 B-inch Meter
56
57
as 10-inch Meter
59
GO
el 12-inch Meter
62
63
64 Other Public Authorities - Monthly
as base charge per above meter size
56 .

All Usage s 1 .355 $ 1.894 $ 1 .35



Axiznnn-Anvariun . Mohave WMU
Drum No. w-o1:¢aaA-as-0227
Tag( Ynr Ended Dccambu 31, 2001

survebuml Sghld\l\l MEMO
Page 2 of  2

Com pany
Proposed Recommended

s
s

2s .oo
2 0 .0 0

s
s

2 5 . 0 0
2 o . o o

s
s

25 .00
20 .00

s

s
s
s

2 5 .0 0 s a s
5o,oa
3 5 ,0 8
2 5 .0 0
2 5 . 0 0

so Service charges
he Btablishmeni or re-enablishrnem of Service
70 including Sewer Service
71 No lnduding Sewer Service
72 Reoonnedian of Service (Delinquent)
73 Regular Hours
74 After Hours
75 Waler Meter Test (re oorred)
7 s  Me ie r  Re e e a u  ( i f  c a n e a i
77 NSF Ched< Charge
18 Late Fee Charge
7a Deferred Payment Finance Charge
to Deposit Requirements Residential
11 Deposit Requirements Non-Residential
Hz Deposit Interest

2 8 :6 6
2 s .o o
2 5 .0 0

s 35.o0
s 50 .00
s 35 .09
s 2s .oo
s 2 5 .0 0
1 .5% Per Monlh
1.5% Par  Month

Residential -  Mn Ume; the average be nun-1esideniia\ -  two and behalf  t imes the estimated maximum Bil

lrnerest per [Per ACC Rule 14-2~403(B)]

Proposed
Sewiue Line

Pr oposed

lnémnaunn Proposed

Proposed
Proposed . - . - - -

Service L ina Installation
PrDposld

P p - r n !Present
S n wia e  U r i lnsiallation

c h a r g e

s
s
s
s
s
s
s

370.00
37D,09
420.00
450.00
5B0,00
5so.oo
745.00

s 130 .00
s 2 o s .o o
s 2 4 o . m
s 4 s o .o o
s 945 .00
s  1 , 5 4 0 . 0 0
s  1 , 4 2 0 . 0 9
s  2 , 1 9 5 . 0 0
s  2 .27D.DO
s  3 .1 4 5 .9 9
s 4_425_09
s  5 . 1 2 0 . 0 0

s s o o .o o
s 5 7 5 . w
s 6 5 0 . 0 0
s 9 0 0 .0 0
s  1 , 5 2 5 . 0 0
s  2 , u o . o o
s  2 , 1 5 5 . 0 0
s  2 , 6 5 0 . 0 0
s  3 3 6 9 . 0 0
s  4 . 2 6 5 . 0 0
s  e . o s s . o o
s  7 , 7 5 0 . 0 0

s 370 .90
s 370 .00
s 4 2 0 .0 0
s 450 .00
s s a o p o
s 5B0.DD
s 745 .00
s 465 .00
s 1_09D,OO
s  1 . 1 2 n . 0 0
s  1 , 6 1 0 . 0 0

s  s o o . o o
s  5 7 5 . 0 0
s  8 6 0 . 0 0
s  9 0 0 . 0 0
s 1_s 2s .oo
s 2 .2 2 0 .0 0
s z , 1 e s . o o
s 2 . s s 0 . o o
s s . a a o . o o
s 4 . 2 6 s . 0 0
$ 5 ,0 3 5 .0 0
s 7 . 7 s o , o o

s  3 7 0 . 0 0
s  3 7 0 , 0 0
s  4 2 0 . 0 D
s 4 5 0 .0 0
s  s s o . o o
s  5 8 D . D D
s  7 4 s . 0 0
s  4 5 5 . 9 0
$ 1 ,0 9 0 .0 0
s 1_12o.o0
s  1 ,s1o .oo
s 1 , s a o , o o
A c h i l l  D o n

s  1 s o , o o
s  2 0 5 . 0 0
s  2 4 0 . 0 0
s  4 s o . o o
s  9 4 5 . 0 0
s  1 ,s4o.o0
5 1 ,4 2 0 .0 0
s z ,1 s 5 ,o o
s z , z 7 0 , o n
$ 3 ,1 4 5 .0 0
s 4 , 4 z s , o o
$5_12D_0D
A m e n  c a n

s  s o o . o o
s  5 7 5 . 0 0
s  5 6 0 . 0 9
s 909 ,00
s 1,s25 .00
s z220.°=>
$ 2 ,1 5 5 .0 0
s 2 ,5 6 0 .0 9
s 3,350.00
s 4,zss ,oo
s s.oss.oo
s7 ,7so .oo
AW-IM CoN

so Meter and Service Line lnstallaiiorl Changes
so alB x 3/4-inch Meter
so 3/4  ind1 M eie r
DO 1-incih Meter
as 11/2- iNd!  Meier
97 2- inch Turbine Meta'
as 2~inoh Compound Meter
99 3-inch Tulivine Meter
too 3- indn Compound Maui
101 HmM Turbine Meer
doz 4-inch Compound Meier
10 :  s - m n Tu lt ine  Meer
104 6-Inch Compound Meter
105 B-inch or Lamar

s  1 ,9 9 9 .0 0
s  1 ,1 2 0 .0 0
s  1 .s 1 0 .0 0
s  1 ,5 3 0 .0 0

s 130 .00
s 20s .00
s 240 .00
s 450 .00
s 94s .00
s  1 ,540 .00
s 1,420 .00
s 2 ,1 9 5 .0 0
s  2 ,2 7 0 .0 0
s  3 .1 4 5 .0 0
s  4 ,4 2 5 .0 0
s  5 ,1 2 0 .0 0

W A

107 IN Anumon TO THE CCLIECTIGN OF REQIIJNR RATES, THE LmLrrv \NIIJ. cou.Ec1 FROM re cusTo\AsRs A PROPORTIONATE agARs
Lu OF Arv PRN1LEGF. SALE$,U$E AND FRANCHISE TAX PER COMMISSION RULE 14-2-40PD{5l.
:Vu
ND ALLADVANCE5 Aumoa CONTRIBUTIONS ARE To mcwus LABOR. MATERIALS, DVERHEADS. AND ALL APPLICABLE TAXES. aucmonns
111 Au. GROSS-UP rAxss FOR INCGMETAXES, IF APPLICABLE



Arizona-American - Mohave Water
Docket No. W-01303A-08-0227
Test Year Ended December 31 _ 2006

Sunebuttal Schedule MEM-2

Typical Bill Analysis
General ServiCe 5/8 x 3/4-Inch Meter

Company Proposed Gallons

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
lna'ease

s,o1s s 17,44 s 24.50 s 7.06 40.46%Average Usage

Median Usage N/A

Staff Recommended

Average Usage a,o'/3 s 17.44

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Present
Rates

%
Increase

Staff
Recommended

Rates
%

Increase I
$ B.75

9.G0
10.45
11 .30
12.15
13.45
14.75
16.05
17.35
18.55
17.44
19.95
21 .45
22.95
24.45
25.95
27.45
28.95
30.45
31.95
33.45
34.95
42.45
49.95
57.45
64.95
72.45
79,95

117.45
154.95

s

Company
Proposed

Rates
12,00
13.47
14.94
16.41
17.88
19.51
21 .13
22.75
24.33
26.01
24.50
27.63
29.38
31 .1 z
32.87
34.G1
36.35
38.10
39.84
41 .59
43.33
45.07
53.79
62.51
71 .23
79.95
8B.67
97.39

140.99
184.59

37.14%
40.32%
42.99%
45.25%
47.19%
45.05%
43.28%
41 .go%
40.54%
39.45%
40.46%
35.52%
36.96%
35.61%
34.42%
33.37%
32.44%
31 .6096
30.84%
30.16%
29.54%
28.97%
26.72%
25.15%
23.99%
23.10%
22.39%
21 .82%
20.05%
19.13%

1,000
2,000
3,000
4,000
5,000
5,000
1,000
8,000
9,000
8,073

10,000
11 ,000
12,000
13,000
14,000
15,000
16.000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000



a

ARlZONA As-n£RlcAn . PARADISE w\l.12y WATER
Docket No. w-o1 MM-D8-D227
Ten Year Ended December 31 v 2007

Surrebumsl Schedule MEM-1
Page 1 D12

R A T E  D E S I GN

Present
Rates

C v mp = w
Prnoosed

$
s
s
s
s
s
s
$

24.34
25.1B
40.59
B1.9B

130.55
242.09
4:12.55
805.97

s
s
s
s
s
s
s
s

2B.00
28. 97
46. 71
94 . 3 t

150 . 30
278 . 49
483 . 43
928. 31

N / A
N I A
N / A

N / A
N / A
N / A

Staf f
Recommended

s 27. s o
s 29 . 80
s 54. 75
s 95 . 50
s 149. 20
s 291 . 40
5 485 . 50
s 971. 09
s  2 , 2 3 1 . 8 1
s  3 , 2 0 9 . 2 3
s 5,997.99

s 5.00 s 2 s . o n s 10 . 00

Per 1_DOQ Gallon;

s
s
s

1. 213
2 1 0 3
z s a 3

s
s
S

1.47
2.55
351

D .  2s,000 Gallons
25,001 .  80,000 Ganging
Over 80.000 Gar ans
o -  4,uoo Gallons
4,001 .  20,000 Gallons
20,001 .  65,000 Galvani
65,001 .  125,000 Gallons
Over  125,000 Gallons

s
s
s
s
s

1. 288
2. 233
2 7 9 5
3. 359
3. 879

s
s
s

1. 213
2 . 103
o s s a

s
s
s

1.41
2.55
3.51

o -  25,000 Gallons
25,081 -  B0,000 Gallons
Over  80,000 Gallons
o -  4,000 Gallons
4,001 .  20,000 G a l o i s
2D,DD1 - B5,DDD Gallons
65,001 -  125,080 Gallons
Ov8f 125,DDD Gallons

s
s
s
s
s

1. 285
2. 233
2. 796
3. 359
3. 879

s
s
s

1 . 213
Z 1 D 3
Z B 3 3

s
s
s

1.47
2.55
351

Lhe
Nu.
1 MD1'11hW Minimum
z 5/B x 3/4-i11d1 Meter
3 3/4--iI1d1 Meier
4 1-indn Meter
5 11/2-ilwch Me ie r
s 2-indw Meier
7 3<-il1d1 Meter
s 4.ind1M e t s
D E-indw Meter
i n B-ind1 Meter
11  10- ind1 Meter
12 12-indm Meier
l a
14 Mcnthiv Service Cherie for Fire Snli rvklet
15
i s Gallons in the MirmiInum
17
i s Commoditv  Rates
is (Residential. C nmme r da l lnd4stri;!\ B\od<
20
21 SIB x s/4-inm Meier Residential
zz
za
24
25
be
ZN
za
29
an 3/4-indu Meter R s i d e n i e l
31
32
33
34
35
35
37
CB
as t - ind1 Meter Res ident ia l
40
41
42
43
44
45
45
47
41 1~1I2-inch Meter Resideriid
49

o - 25,000 Gallons
25,001 - B0,000 Gallons
We BD,000 Gal lons
D .  4_000 Sauna
4,001 -  20,000 Galcns
20,001 - 65,000 Gallons
ss,001 » 125,000 Gallons
Over 125,000 Gallons

s
s
s
s
s

1.288
2. 233
2 7 9 6
3. 359
3_879

s
s
s

1 , 213
a w a
2. 633

s
s
s

1.41
L55
3.51

0 -  25,000 Gallons
25,001 -  801000 Galuns
Over B0,000 Gallons
0  4 , 0 0 0  G a l n n s
4 . 091  -  20 , 000  G a lan
20, 001 . B 5, 00D  Gangs
55,001 -  125,000 Gallons
Ova 125, 000 Gal lons

s
s
s
s
s

1. 288
2, 233
2. 796
3. 359
3. 879

SD
51
52
53
54
55
as
57 2-i1d' l Me\8 ' Res ident ia l
58
59
so
S1
so
63

s
s
s

1. 213
2 . 103
2 5 3 3

s
s
s

1 .47
2.55
a.s1

et

0 - 25,000 Gallons
25,001 . BD,DDO Gdlnns
Over BD,DOO Gallons
o - 4,DDD Gallons
4,001 - 2D,DOD Gallons
20,001 -  e5,000 Gallons
ss_oo1 -  125,000 Gallons
Over 12s_ooo Gallons

1 .28B
1233
2.796
3.359
3.879

D to 400,880 Gallons
Ova 400, 080 Gal lons

1.723
2013

2. 233
2. 580

2. 02
2 4 3

o to 400,000 GEIDDS
Ova' 400,000 Gallons

1. 723
2 . 013

1 2 3 3
2. SBD

2. 02
2 . 43

0 to400,000 Gallons
Gver 400,000 Gallons

s
s

s
s

s
s

1. 723
2 . 013

2. 233
2. 980

2. 02
2. 43

0 lo 409,880 Gallons
Over 400,000 Gallons

1. 723
2 . 013

2. 233
2 9 8 0

2 . 02
2. 43

D to 4DD,0D0 Gallons
O ver 4DD,DUO Galur ls

1, 723
2 , 013

2 2 3 3
2. 980

s
s

s
s

s
s

s
s

s
s

2 . 02
Z 4 3

0 t0400,000 Gallons
Ov e r400, 000 Ga l o i s

1.723
2013

s
s
s
s
s

s
s

s
s

s
s

s
s

s
s

s
s

2. 233
2. 980

s
s

2 0 2
2. 43

o Io 4DD,D00 Gal\cns
Over 400,090 Gallons

s
s

s
s

s
s

s
s

1. 723
2.D13

s
s

2. 233
2. 980

s
s

2. 02
2 . 43

0 to 400,000 Gallons
Over 400,000 Gallons

s
s

1. 723
2 . 013

s
s

2.233
2. 950

s
s

2. 02
2 . 43

s

s

s

1. 453

1 . 453

1 . 235

s

s

s

1.BB3

1.883

1.828

s

s

s

1 . 76

1 . 76

1.25

as
as EBB-indm Meter Cornmerrial
57
SB
es 3/4-inch Meier Commercial
' lo
71
72 1- inch Meter Commerc ia l
73
74
is  1  1 /2 - inch Meter Commeltiak
75
77
'Ra 2-inch Meter
79
t o
BI 3-i r1d1 Meter
BZ
BE
84 4.4n=r1Meter
as
as
s7 6-inch Meter
BB
BS
an 3- inch Me t a ' Turf  Cus tuma ' Al l Gallons
91 '
92 4-inch Meter Turf Cuslnmer All Gallons
BE
94 6-inch Meter Paradise Valley C°\1!.\1fy Club All Gallons
BE
as  Dlhe r  Publi c Authorities - Monthly
97 base charge per above meter size
95

All Usage s 1 . 913 s 2.B32 s 1 , 95



ARIZONA AMERICAN . PARADISE VALLEY W ATER
Docket No. W-01303A-DB-0227
Test Year Ended December 31 , 2007

Schedule MEM-1
Page 2 of 2

Present
Rates

Company
Proposed

Staff
Recommended

$
$

20.00
40.00

$
$

20.00
40.00

$
$

20.00
40.00

s 30.00 $
$ 60.00 $
$ 15.00 $
$ 10.00 $
$ 12.00 $
1.5% Per Mont 1.5%

30.00 $
60.00 $
15.00 $
10.00 $
12.00 $

Per Moral 1.5%

30.00
60.00
15.00
10.00
12.00

Per Month

Residential - two times the average bill. Non-residential - two and one-half times the estimated maximum bill.

Interest per [Per ACC Rule 14-2-403(B)]

Total
Present
Charge

Total
Proposed
Charge

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

99
100 Service Charges
101 Establishment of Service:
102 Regular Hours
103 After Hours
104 Re-establishment of Service within 12 Months:
105 Monthly Minimum times Months Disconnected
106 From the Water System [Per ACC Rule 14-2-403(D)]
107 Reconnection of Sewioe (Delinquent):
10a Regular Hours
109 After Hours
110 W ater Meter Test (If Correct)
111 Meter Re-Read (If Correct)
112 NSF Check Charge
113 Late Fee Charge
114 Deposit Requirements Residential
115 Deposit Requirements Non-Residential
11s Deposit Interest
117
N a *»*
119
120 ***
121
122
123
124
125
125
127 Meter and Service Line Installation Charges
128 5/8 x 3/4-inch Meter
129 3/4-inch Meter
130 1-inch Meter
131 11/2-inch Meter
132 2-inch Meter
133 3-inch Meter
134 4-inch Meter
135 6-inch Turbine Meter
136 Over 6-inch
137
138
139 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
140 OF ANY PRIVILEGE, SALES,USE, AND FRANCHISE TAX. PER COMMISSION RULE 14»2-409D(5).
141
142 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
143 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE,
144

$ 480.00
$ 560.00
$ 650.00
$ 895.00
$ 1,555.00
$ 2,235.00
$ 3,440.00
$ 8,195.00

N/A

Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 445.00
$ 445.00
$ 495.00
$ 550.00
$ 830.00
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 155.00
$ 255.00
$ 315.00
$ 525.00
$ 1 ,045.0D
Actual Cost
Aclual Cost
Actual Cost
Actual Cost

$ 600.00
$ 700.00
$ 810.00
$ 1,075.00
$ 1,875.00
ActuaICost
ActuaICost
Actual Cost
Actual Cost



ARIZONA AMERICAN . PARADISE VALLEY WATER
Docket No.W-013D3A»0B-D227
Test Year Ended December31,zoos

SunebutialSchedule MEM-2

Typical Bill Analysis
General Service 3/4-lnd1 Meier

Gallons

Present
Rates

Prgppsed
Rates

DDM
Increase

Peluent
Increase

20,493 s 49.20 s 70.54 s 21 .34 43.37%

Company Proposed

Average Usage

Median Usage NIA

Staff Recommended

20,493 s 49.20Average Usage

Median Usage NIA

Present 8- Proposed Rates (Without Taxes)
General Sewioe 3/4-Inch Meter

Galkans
Consumption

Present
Rates

%
lnaease

staff
Recommended

Rates
%

\f'ICI'E85E 1
s 24.34

25.55
26.77
27.98
29.19
30.41
31 .52
32.B3
34.04
35.25
49.20
35.47
37.BB
38.90
4D.11
41 .32
42.54
43.75
44.96
45.17
47.39
45.80
54.67
65.18
75.70
BB.21
95.73

107.24
159.B2
210.99

s

Company
Proposed

Rates
28.00
29.29
30.58
31 ,as
33.15
35.39
37.52
39.85
42.08
44.32
70.54
45.55
48.78
51 .02
53.25
55.48
51.72
59.95
52.18
64.41
66,65
68.88
85.68

102.47
119.27
136.06
152.88
169.65
253.63
337.60

15.04%
14.62%
14.23%
13.89%
13.57%
16.38%
1 B.9B%
2 1 3 8 %
z3.529s
25.70%
43.37%
27.54%
29.46%
31 .16%
32.76%
3 4 1 / %
35.69%
37.03%
38.30%
39.50%
40.64%
41 .73%
56.73%
57.21 %
57.56%
57.82%
58.03%
58.20%
58.70%
60.01%

1 ,too
2,000
3,000
4,000
5,000
5,000
7,000
s,000
3,000

20,493
10,000
11 ,too
12,000
13,000
14.000
15,000
15,000
17,000
18,000
19,000
20,000
z5,000
s0,000
35,000
40,000
45,000
50,000
75,000

100,000



Arizona AmericanWater Company . Sun CityWest Water
Docker No. W-013D3A-0B-0227
Test Year Ended December 31, 2007

Sunvbuttal Schedule MEM-1
Page 1 of 2

RATE DESIGN
Line
No. CoMpany

Proposed
$
$
$
$
$
$
$

$
$
$
$
$
$
$

15.00
38.24
81 .94

120.19
207.57
308.62
423,32

Present
Rates

9.57
24,40
52.28
76.68

132.43
196.90
270.08

N/A
N/A
N/A

N/A
N/A
N/A

Staff
Recommended
$ 15.30
$ 38.00
$ 80.00
$ 125.00
$ 240.00
$ 375.00
$ 150.00
$ 1200.00
$ 1 ,725.00
$ 3,225.00

No Usage
No Usage
No Usage

$
$
$

35.22
52.84
70,45

$
$
$

70.44
105.68
140.90

$
$
$

56.24
84.38

112.50

Per 1.000 Gallons
Block

0 - 4,000 Gallons
4,001 - 15,000 Gallons
Over 15,000 Gallons

$
$
$

1.31
1.74
2.01

$
$
$

2.880
3.171
3.413

s
$
$

2.33
2.85
3.44

0 to 15,000 Gallons
Over 15,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 40,000 Gallons
Over 40,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 100,000 Gallons
Over 100,000 Gallons

s
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 150,000 Gallons
Over 150,000 Gallons

s
$

1.74
2.01

s
$

3.171
3.413

$
$

2.85
3.44

D to 275,000 Gallons
Over 275,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 400,000 Gallons
Over 400,000 Gallons

$
s

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

0 to 550,000 Gallons
Over 550,000 Gallons

$
$

1.74
2.01

$
$

3.171
3.413

$
s

2.85
3.44

0 to 1,402,000 Gallons
Over 1,402,000 Gallons

s
$

1.74
2.01

$
$

3.171
3.413

s
$

2.85
3.44

0 to 2,100,000 Gallons
Over 2,100,000 Gallons

$
$

1.74
2.01

$
$

3.171
3,413

$
$

2.85
3.44

1 Monthlv Minimum
2 5/8 x 3/4-inch Meter
3 1-inch Meter
4 11/2-inch Meter
5 2-inch Meter
s 3-inch Meter
7 4-inch Meter
a 6-inch Meter
9 8-inch Meter
10 10-inch Meter
11 12-inch Meter
12
13
14 MonthW Service Charcie for Fire Sprinkler
15 4-inch or Smaller Meter
is 6-inch Meter
17 8-inch Meter
la
19
to Gallons in the Minimum `
21
22
23 Commoditv Rates
24 (Residential, Commercial, Industrial)
25
is 5/8 x 3/4-inch Meter Residential
27
2B
29
30 5/8 x 3/4-inch Meter Commercial
31
32
33 1-inch Meter
34
35
35 1 1/2-inch Meter:
37
38
as 2-inch Meter
40
41
42 3-inch Meter
43
44
45 4-inch Meter
i s
47
pa 6-inch Meter
49
50
51 8-inch Meter
52
53
54 10-inch Meter
55
56
57 12-inch Meter
SB
59

0 to 4,110,000 Gallons
Over 4,110,000 Gallons

s
$

1.74
2.01

$
$

3.171
3.413

$
$

2.85
3.44

1



Alia fu Amarinn Wlter Company - Sun Chy Wait Wdaf
Dbckct ND. W»013B3A-DB-OZ7
Tusk Yclr Ended December 31. 20D7

SurrebuNnl Schedule MEM-1
P a g e 2  o f  2

Pr e s e n t
Ra t e s

Company
Proposed

Staff
Recommended

so
e l
s o  Se r v i c e  Ch a r g e s
s o  Es t a b l i s h me n t Re-es tab l ishment  and /o r  reconnect ion  o f  Serv ice :
e t Re g u la r  Ho u r s
a s Af t e r  Ho u r s
Se  Water  M ete r  T es t  ( I f  Co n n ec t )
a v  M e t e r  Re - Re a d  ( I f  Co n e c l )
e a  N S F  C h e c k  C h a r g e
a s  L a t e  F e e  Ch a r g e
' lo  De p o s i t  Re q u i r e me n t s  Re s id e n t ia l
7 1  De p o s i t  Re q u i r e me n t s  No n - Re s i d a n l i d
7 2  De p o s i t  I n t e r e s t
7 3
74 * ° Re s id e n t ia l  .  t wo  l ime s  t h e  a v e r a g e  b i l l .  No n - r e s id e n t ia l  -  t wo  a n d  o n e h a f f  t ime s  t h e  e s t ima t e d  ma x imu m b e .
7 5
i s ' * '  l n t e r e s l  p e r  [ Pe r A C C  R u l e  1 4 - 2 - 4 0 3 ( B ) ]
7 7
l a
7g
BO

s 3<>.oo
s 40.00
s 10.00
s s.oo
s m m
1.5% Per Month

s 30. 00 s 3 0 . w
s 4o.oo s 40.00
s a1.oo s 10.00
s 5. 00 s 5.00
s 10.o0 s 25.00
1.5% Per Month 1.5% Par Month

as
911

Present
Service Line

Charge

Present
Meter

Installation
Charge

Total
Prvssnt
Charge

Pfhpbsed
Service Line

Charta

Proposed
Meter

installation
Charge

(=)
Tma l

Proposed
Charge

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
lnslaI lat ion

Charge

Staff
Total

Proposed
Charge

1 1
BE
s o  M e t e r and  Serv ice  L ine  Insta l la t ion C h a r g e s
a s  5 / B  x  3 1 4 - i n : h  M e i e r
as 3 /4 - in c h  M e ie r
a s  1 - i n c h  M e i e r
a v  1 1 / 2 - i n c h M e i e r
as 2~inc£1 Turbine Meter
a s  2 - i n c h  Co mp o u n d M e t e r
s o  3 - i n d '  T u r b i n e M a t e r
9 1  3 - i n c h  Co mp o u n d  M e t e r
9 2  4 - i n c h  T u r b i n e M e t e r
s o 4 - i n c h  Co mp o u n d M e t e r
94 5-~il1ch Tult1&ne M e t e r
a s  6 4 n c : h Oo mp o u n d M e i e r
Se  8 - i n c h  o r  L a r g e r
17

s 370.00
s :170.00
s 420.00
s 4so.oo
s 550.00
s 550.00
s 745.00
s 4es.oo
s  1, 090. 00
s  1, 120. 00
s  1 , s10, 00
s  1, 530. 09

AlC oa !

s
s
s
s
s
s
s
s
s
s
s
s

1 3 D,DO
2 0 5 . 0 0
2 4 0 , 0 0
4 5 0 . 0 0
9 4 5 . 0 0

1 , s 4 0 . 0 0
1 _42D_0D
z , 1 9 5 . w
2 , 2 7 0 . 0 0
3 , 1 4 5 . 0 0
4 , 4 2 5 . 0 0
5 , 1 2 0 . 0 0

A l  C o s :

5 0 0 . 0 0
5 7 5 . 0 0
e s o . o 0
s o o . o o

1 , 5 2 5 . 0 0
z , 2 z o _ o o
2 , 1 5 5 . 0 0

s z , e s o . o o
s 3 , 3 5 0 . 0 0
s 4 , 2 6 5 . 0 0
s 6 , 0 3 5 . 0 0
s 7 , T 5 0 . 0 0

A \ C u s 1

s
s
s
s
s
s
s

s
s
s
s
s
s
s
s
s
s
s
s

370.00
370.00
420.00
450.00
sao.oo
550.00
745.00
465.00

1 .0so.oo
1 _120.00
1 .610.00
1,630.00

Al Cast

s 130.00
s 205.00
s 240.00
s 450.00
s 945.00
s 1,540.00
s 1,420.00
s 2,195.00
s 2,270.00
s 3,145.00
s 4,425.00
s 6,120.00

A t C o s l

s  5 0 0 . 0 0
s  5 7 5 . 0 0
s  6 5 0 n 0
s soo.oo
s 1,525.00
s 2,220.00
s2_1B5.00
s 2 . e s o . m
s 3,350.00
s 4,265.00
s 6,D35,00
s1_7so.oo

Al Cost

s  3 m 0 0
s  3 7 0 . 0 0
s  4 2 0 . 0 0
s  4 5 0 . 0 0
s  5 B 0 . 0 0
s  5B D . 0D
s  7 4 5 . 0 0
s  4 e s . o o
s 1_o9o.oo
$1,12D,D0
$1_510_00
$1, 530. 00

AICOS1

s 130.00
s  2 0 5 , 0 0
s  2 4 0 . 0 0
s  4 5 0 . 0 0
s  9 4 5 . 0 0
s 1,e4o.oo
s 1,420.00
s 2,195.00
$2, 270. 00
s3, 145. 00
s4, 425. 00
s6, 120. 00

A! Cost

s  5 0 0 . 0 0
s  s 7 s . o o
s  6 8 0 . 0 9
s  9 0 0 . 0 0
$1, 525. 00
$2, 220. 00
$2, 165. 00
$2, 560. 00
53, 369. 09
$4, 255. 00
s s , oas . oo
57, 750. 00

Ar c o s c

i t
Se IN ADDITION TO THE COLLECTION OF REGULAR RATES. THE UTluTv WILL COLLECT FROM IT CUSTOMERS A PRCIFORTIONATE SHARE
100 OF ANY PRNILEGE, SALE$.USE, AND FRANCHISE TAX PER COMMISSION RULE 1l-2-4DDD(5)
101
doz ALLADVANCES Annora CONTRIBUTIONS ARE TO INCLUDE LABOR. MATERIALS, OVERIEADS, AND Al.L APPLICABLE TAXES. INCLUDING
103 Au. csnossuw TAXES FOR INCOME TAXES, IF AFPIJCABLE
104



Arizona American Water Company - Sun City West Water
Docket No. W-D1303A-0B-0227
Test Year Ended December 31. 2007

Average Usage

Company Proposed

Average Usage

Median Usage

Staff Recommended

Gallons

Typical Bill Analysis
General Service 5/8 x 3/4-lnoh Meter

PreseM
Rates

19.51

19.51

Proposed
Rates

A

Dollar
Increase

Sunebuttal Schedule MEM»2

Percent
Increase

.

.A

79.83%

Midi n Usage

Present & Proposed Rates (Without Taxes)
General Service 5/B x 3/4-Inch Meter

Gallons
Consumption

Present
Company
Proposed

Rates
Recommended

RatesIncrease
56.74%

Increase
9

75.11%
79.07%
79.40%
79.67%
79.90%
80.08%
80.24%
79.83%

12.000 80.51%

15.DDD

17.000

19.000
20.000

80.78%
B0_BB%
BD.24%
79.69%
79.19%
78.74%
78.33%
76.75%

146.73
163.79
180.86
266.18

74.26%
73.78%

s

72.23%
71 .639
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Arizona American Water Company - Tubae Water
Docket No. W-01303A-0s-0227
Test Year Ended: 12/31/07

sutrebuttal Schedule MEM-1
Page 1 of  2

R A T E D ESI GN
Line

C o m p a n y
Propos ed

Present
Rates

$ 19.68
$ 29.63
$ 59.26
$ 97.49
$ 115.65
s 169.18
$ 231.30
$ 1 , 577. D B

N / A
N / A

$
$
$
$
$

32,50
48 . 53
97.86

151 . 00
190 . 99

N / A
N / A
N / A
N / A
N / A

S i a i i
R ec om m ended

$ 28.00
$ 70.00
$ 140.00
$ 224 . 00
$ 448 . 00
$ 700 . 00
$  1 , 4 0 0 . 0 0
$  2 , 2 4 0 . 0 0
$  3 , 2 2 0 . 0 0
$  6 , 0 2 0 . 0 0

Per 1.000 Gal lons
Block

o - 4,000 Gallons
4,001 -  20,000 Gal lons
Over 20,000 Gal lons

$
$
$

1.89
2.85
3.41

$
$
$

3.780
4 . 850
4 . 950

$
s
s

2.76
4 . 1 5
5.25

D to 20,000 Gallons
Over 20,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 9 5

$
$

4 . 1 5
5.25

0 to 35,000 Gallons
Over 35,000 Gal lons

$
$

2,85
3.41

$
$

4 . 85
4 . 95

s
s

4 . 1 5
5.25

0 to B5,000 Gallons
Over 85,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 1 5
5.25

D to t50,000 Gal lons
Over 150,000 Gal lons

$
$

2,85
3.41

$
$

4 . 85
4 . 95

$
$

4 . 15
5.25

D to 175,000 Gallons
Over 175,000 Gal lons

$
$

2.85
3.41

$
$

4 . 85
4 . 95

$
s

4 . 1 5
5.25

0 to 250,000 Gal lons
Over 250,000 Gal lons

s
$

2.85
3.41

N / A
N / A

$
$

4 . 1 5
5.25

0 to 350,000 Gallons
Over 350,000 Gallons

$
$

2.85
3.41

N / A
N / A

$
$

4 . 1 5
5.25

D to 900,000 Gallons
Over 900,000 Gal lons

$
s

2.85
3.41

N I A
N / A

$
s

4 . 1 5
5.25

0 to 1,500,000 Gallons
Over 1,500,000 Gallons

NIA
N I A

N I A
N / A

$
$

4 . 15
5.25

No.
1 Monthlv  Minimum
2 5/B x  3/4- inch Meter
s  1 - i nc h  M e t e r
4  11 / 2 - i nc h  M e t e r
5 2-. inch Meter
s  3 - i nc h  M e t e r
7  4 - i nc h  M e t e r
s  6 - i nc h  M e t e r
9  8 - i nc h  M e t e r
lo  10- inc h  M et e r
11 12- inch Meter
12
13
14 Gal lons in the Minimum
15
16
17 Commodi tv  Rates
18 (Resident ial and Commercially
19
20 5/B x 3/4-inch Meter Resident ial
21
22
23
24 5/8 x  3/4- inch Meter Commerc ial
25
26
27 1 - inc h  M et e r
2B
29
30 1 1/2- inch Meter.
31
32
33 2- inch Meter
34
35
as  3- inch Meter
37
CB
39 4- inch Meter
40
41
Hz B-inch Meter
43
44
45 B- inch Meter
46
47
48 10- inch Meter
49
50
51 12- inch Meter
52
53
54

0 to 2,250,000 Gallons
Over 2,250,000 Gal lons

N / A
N / A

N / A
N I A

$
$

4 . 1 5
5.25
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Sunebutlal Sdiedule MEM-1
Page 2 u52

Arizona American Water Company - Tuba: Water
Docket No. W~013D3A»0B-D227
Test YearEnded: 12/31/07

Present
Rates

company
Pmpased

Staff
Recommended

30.00
45,00
10.00
5.00

10.00
N/A
NIA

s
s
s
s
s

30.00
4s.0o
10.oo
5.00

1o.oo
N/A
N/A

s 30.00
s 45.00
s 1o.o0
s 5.w
s zs.oo
1.5% PBI' Munch
1.5% Per Month

Eu
in1

-

11

Preset
Meir!

Installation
Charge

Proposed
Meter

Installation
Charger

(I)
Total

Fropasad
Charge

Staff
Proposed

Service Line
Cham:

Staff
Proposed

Meier
lndailaiion

Charge

surf
Total

Proposed
Charge

s 130,90
s 2D5.0D
s 240,09
s 450.00
s 545.00
s 1,540.00
s 1,420.0D
s 2,195.00
s z270,oo
s 3,145.00
s 4,42s.w
s 5,120.09

A!Co51

Ploposed
S¢rvi=¢ Line

Chalgn

Ame! C981
Aural can
Ame: C061
Aaual Cuss
Actual CDS!
Adult C°s1
Awful can
Actual can
Anna: C081
Auuu C931
Actual can
Luau C951
Adult C051

Actual Cost
Actual Cost
AduBJ Cos!
Adud C951
Annal C951
Actual CDS!
ACi1.I8l Obs!
Actual CD51
Amen C851
A/anal cost
Aural  can
Actual Cod
Actual Cast

. A¢m=1 Cost

. Actual Cost

. Actual CD51
I AdualCos'!
. Am4al Cos1
. AdualCosi
. Actual CDst
. AttudCost
1 AdualCost
| Aexuaxcon
. Aauancnst
. Adualcbst
. Actual Cost

s 445.00
s 445.DO
s 485.00
s 550.00
s 830.00
s aso.oo
Annual con
Aaual Cost
Acaualcosf
Aauaroon
Actual Cos!
Aaual Cod
Amil 09st

s 155_D0
s 255.00
s 315.00
s 525.DD
SI _045.00
s 1,B9D,00
ACIIJBI Cost
Actual CD51
Actual C051
Adusl CD54
Actual Casi
Amen C951
AduBl can

s 600.00
s 700.00
s B1D.DO
$1,075.00
$11875.00
$2,720.00
Anuaxcon
Actual Cost
Aauaucan
A¢:\uaICos'l
Aauarcosx
Auualcusx
AduBl cu5\

ss
so Sswioe Charges
57 Establishment Re-establishman! and/or raconnedion at SsMce:
as Regular Hours s
as After Hours S
so Water Meter Test (If Correct) S
51 Meter Re-Read (of Coned) S
so NSF Check Charge S
so Late Fee Charge
Sn Defined Payment Finance Charge
as Deposit Requirements Residential
Se Depose Requirements Nan-Resideniiai
57 Deposit Interest
as
es " Residential - two limes (he average bilL man-residential - two and one-half times the estimmed mazdlnum bill.
7D
71 "' Interest per [Per ACC Run 14-2-403(B))
TO
73
14
75
vs Present Total
r t Service Line Present
l a Charge Cham:
79 Meter and Service Line lnnallaion Charges
DO sea x 3/4-irl¢'» Meter s 370.00 s 5 m . w
11 3/4-lnd1 Meter s 370.00 s 575.m
Hz 1-inch Meter s 42D.0D s 550.00
ea 11/2-inch Meter s 4so.oo s 900.00
et 2-i1'\d'\ Turbine Meter s 5BD.0D s 1 ,525.00
BE 2-indw Compound Meter s 5BO.DO s 2,220.00
as 3-inch Turbine Meier S 745.00 S 22165.80
BE 3-inch Compound Meter S 465.09 S 2,560.00
as 4-inch Turbine Meter S 1,099.00 5 3,380.00
as 4-ii1d1 Compound Me¢1Br s 1,12D.0D s  4, 2e s .m
so 6-inch Turbine Meier s 1,B1D,DO s 5,035.00
g1 e.au=h Compound Meter s 1,630,0D s 7,750.00
so B~lnch or Larger Ac Cod At C951
SO
94 An applicant for water service shall pay to the Company, as a refundable advance in lid of uanstrudion the
S5
as IN ADDITION TO THE COLLECTION DF REGULAR RATES. THE UTIUTYWILL COLLECT FRDM re BUS'TOMERS A PROPUR11
av oF ANY PRIWLEGE. sALEs,usa_ AND FnAncH1se TAX PER COMMISSION RULE 14-2-4DlD(5).
so
BE ALL ADVANCES AmnIon CONTRIBUTIONS ARE TD 1NCI_1lq32 LABDR. MATERIALS, OVERHEADS, AND Au. APPLICABLE uxss. mcuJnl~s
100 ALL GROSS-lP TAXES FDR lucouE TA=<Es, IF APPLICABLE

full cusUa pmv

onA'rssHnRE

idethenewservuse Ere and m¢\B\'~
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Arizona American Waler Company - Tubae Waler
Docket No, W-D1303A-0B-0227
Test Year Ended December 31, 2005

Surrebutial Sdzedule MEM-2

Typical Bill Analysis
General Service 5/8 x 3/4-1nd'l Meta'

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 11,797 s 49.45 s 85.44 $ 35.97 72.73%

Median Usage N/A

StatT Recommended

11,797 s 49.45Average Usage

Median Usage NIA

Present 8- Proposed Rates (Without Taxes)
General Service 5/B x 3/4-Inch Meter

Gallons
Consumption

Present
Rates

as
lnclease

snare
Recommended

Rates
%

Increase I
s 19.sa

21.57
23.48
25.35
27.24
30.09
32.94
35.79
38.54
41.49
49.46
44.34
47.19
50.04
52.89
55,74
5B.59
61 .44
64.29
67.14
69,99
12.a4
89.89

106.94
123.99
141.04
158.09
175.14
260.39
345.54

s

Company
Proposed

Rates
32.50
36.28
40.06
43.84
47.52
52.47
57.32
62.17
67.02
71 .B7
85.44
76.72
81.57
B8.42
91 .27
96.12

100.97
105.82
11 CL67
115.52
120.37
125.22
149.97
174.72
199.47
224.22
248.97
273.72
397.47
521.22

G5.14%
ea .20%
70.76%
72.94%
74.82%
74.38%
74 . 01 %
73.71 as
73.45%
73.22%
72.73%
73.03%
72.85%
72.70%
72.57%
72.44%
72.33%
72.23%
72.14%
72.06%
71 .98%
71 .91 %
66.54%
63.38%
60.88%
58.98%
57 ,49%
56.29%
52.64%
50.80%

1,000
2,000
3,000
4,000
5,000
0,000
7,oo0
8,000
9,000

11,797
10,000
11 ,000
1z,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
15,000

100,000
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EXECUTIVE SUMMARY
AR1ZONA-AMERICAN WATER COMPANY

'DQCKET no. SW-01303A008-0227

\

On May 1, . 2008, Arizona-American Water Company ("Arizona-American" or
"Company") filed a general rate application. Arizona-American is a for-profit company
providing water and wastewater service to customers throughout die State of Arizona. The
Company's current filing requests permanent rates for six water systems and One wastewater
system. The testimony of Mr. Steve Irvine presents Staffs recommended rate design for the
Mohave Wastewater District ("Mohave") with approximately 1,235 customers in the area south
of BUllhead City.

° The present rate design is based largely on flat rnondily rates. Commercial customers in
the Gateway area pay a volumetric rate in addition to a flat monthly rate. Effluent is also sold
with volumetric pricing.

Mohave's proposed rate design is a continuation of the rate design adopted in the prior
rate case. Mohave's proposed rates spread the proposed increase in revenue across all the
customer classes. The increase is accomplished by increasing monthly usage charges and
commodity charges. The Company recommends no changes to miscellaneous service charges,
but recommends fat service line correction charges change from a stated cost to an at cost rate
with die money being paid as a refundable advance-in-aid-of-construction.

r

Staffs recommended revenue requirement of $796,161 represents an increase of $0, or
0.00 percent. Because there is no change to revenue requirement, Staff recommends that the
presently approved rates remain in place. Staff recommends adoption of the Company's
proposed changes for Service Line Connection Charges. .

The Company proposes an increase of $40.15 or 80.87 percent increase in the monthly
usage charge, from $49.65 to $89.80. Staff recommends an increase of $0.00 or 0.00 percent
increase in the monthly usage charge, maintaining the charge at $49.65.

I

\
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Direct Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 1

1 INTRODUCTION

2 Q-

3 A.

4

5

Please state your name, occupation, and business address.

My name is Steve Irvine. I am a Public Utilities Analyst W employed by the Arizona

Corporation Coimnission ("ACC" or "Commission") in the Utilities Division ("Staff").

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q.

A.

9

10

11

Briefly describe your responsibilities as a Public Utilities Analyst.

he my capacity as a Public Utilities Analyst, I conduct studies to estimate the cost of

capital component used to determine the overall revenue requirement in rate proceedings,

design rates to generate the revenue requirement in rate proceedings and perform other

econometric analyses. .

12

13 Q-

14 A.

15

16

17

Please describe your educational background and professional experience.

In 1994, I graduated from Arizona State University, receiving a Bachelor of Science

degree in Business Marketing. Kr 1997, I received a Masters degree in Public

Administration from Arizona State University. began employment with the Commission

in May of 2001 and have worked in the Utilities Division since September of 2002 .

18

19 Q-

20 A.

21

22

23

24

25

What is the scope of your testimony in this case?

Arizona-American Water Company ("Arizona-American" or"Company") is a for-profit

public service company providing water and wastewater service to customers throughout

the State of Arizona On May 1, 2008, Arizona-American filed a general rate application

requesting permanent rates for six water systems and one wastewater system. M y

testimony provides Staffs recommended rate design for the Mohave Wastewater District

("lVlohave") that serves approximately 1,200 customers in the area south of Bullhead City.

I

c

26

8
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Direct Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 2

1 Have you reviewed the application submitted by Arizona+American in this case?

2

Q.

A. Yes.

3

4 SUMQMARY OF TESTIMONY AND RECOMMENDATIONS

5 Q.

A.6

7

8

Briefly summarize how your rate design testimony is organized.

Staffs rate design testimony is organized to present a discussion of the present rates, the

Company's proposed rates, and Staffs recommended rates for Mohave. Schedules SPI-1

and SPI-2 are provided to further describe Staffs rate design.
s

9

10

.11

12

Q-

A.

13

14

15

16

Present Rate Design

Please provide an overview of the Company's present rates.

The following is a general description of the present rate design. Details of the rate

designs are presented on Staffs Direct Testimony Schedule SPI-1. The present rate design

is based largely on flat monthly rates. Commercial customers in the Gateway area pay a

volumetric rate in addition to a flat monthly rate. Effluent rates are based on volumetric

pricing.

17

18 Q-

19

Have you prepared a schedule summarizing the present, Company proposed, and

Staff recommended rates and service charges?

20 A.

21

Yes. A summary of the present, Company proposed, and Staff recommended rates and

service charges are provided on Schedule SPI-1. .

22

23

24

25

an

26

Proposed Rate Design

Q. Would you please summarize the Company's proposed rate design?

A. Mohave's proposed rate design is a continuation of the rate design adopted in the prior

rate case. The Company's proposed rates spread the proposed increase in revenue across



r

*o Direct Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 3

1

2

3

4

all the customer classes. The increase is accomplished by increasing monthly usage

charges and commodity charges. The Company recommends no changes to miscellaneous

service charges, but recommends that service line connection charges change from a stated

cost to an at cost rate with the money being paid as a refundable advance-in-aid-of-

construction.5

6

7 Q,

8

9

10

11

12

13

14

Would you please summarize Staffs recommended rate design?

.Staff s recommended revenue requirement of $796,161 represents an increase of $0, or

0.00 percent. Because there is no change to revenue requirement, Staff recommends that

the presently approved rates remain inplace. However, Staff recommends adoption of the

changes proposed by the Company for Service Line Connection Charges. Discussion of

this recommendation is included in the testimony of .Staff witness Dorothy Haines. As

Service Line Connection Charges are advances-in-aid-o f-construction, changes to their

rates have no effect on the revenue requirement in this case.

15

16 Q-

17

Has Staff prepared a typical bill analysis to reflect the effects of the proposed and

recommended rate changes?

18

19

20

21

22 '.

23

24

25

Yes. The typical bill analysis is shown in Schedule SPI-2. The Company proposes an

increase of $40.15, or 80.87 percent, in the monthly usage charge from $49.65 to $89.80.

Staff recommends an increase of S0.00 or 0.00 percent increase in die monthly usage

charge, maintaining the charge at $49.65. Staff is not recommending an alternative rate

design using commodity rates for the wastewater district as the customer base is different

for the water and wastewater districts. Without access to the water usage data for the

wastewater district customers, it is difficult to develop 'a rate design based on customer

water usage. Because of this, Staff recommends a flat rate design for the wastewater

26

A.

A.

district.
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Direct Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 4

I

1 Does this conclude your Direct Testimony?

2

Q.

A. Yes, it does.

\



$ 49.65
49.65
49.65
64.00

Residential (Per ERU)
Commercial (Per ERU)
Public Authority (Per ERU)
Large Commercial

Commodity Charge

$ 89.80.
89.80
89.80

115.75

$ 49.65
49.65
49.65
64.00

$

2.00

Residential
Commercial
Public Authority
Large Commercial

Effluent (Per Acre Foot)

$

8.00

$

2.00

$ 200.00
200.00
200.00
200.00

0 to 24
25 to 99

100 to 199
200 8. Above

Service Line Connection Charges (Non-Refundable)

$ 250.00
250.00
250.00
250.00

$ 200.00
200.00
200.00
200.00

$Residential
Commercial
School
Multiple Dwelling
Mobile Home Park
Effluent

250.00
250.00
250.00

Cost
Cost

250.00

Treatment Plant Availability Fee

Cost
Cost
Cost
Cost
Cost
Cost

Cost
Cost
Cost
Cost
Cost
Cost

Per New Connection 785.00$

Service Charges:

$ 785.00 $ 785.00

Company
Proposed Rates

4

1. Arizona-American Water Company
MohaveWastewater District
Docket No. WS-01303A-08-0227
Test Year Ended December 31,2007

Schedule SPI-1
Page 1 of 1

RATE DESIGN

Monthly Usage Charge Present
Staff

Recommended Rates

$ 20.00
30.00
30.00

$ 20.00
30.00
30.00

$ 20.00
30.00
30.00

*

*

* *

*

4¢~A-

*

*

* *

25.00 25.00 25.00

Establishment
Establishment (After Hours)
Reconnection (Deliquent)
Deposit
Deposit Interest
Re-Establishment (With-in 12 Months)
NSF Check
Late Payment Charge *** *** ***

*

*w

i

Per Commission Rules (R-14-2-603.B)
Months off system times minimum (R14-2-603.D)
Per Commissions Rules (R14-2-608.D)



LINE
no.

CUSTOMER
CLASS

CURRENT RATES
AVERAGE MEDIAN

USAGE DOLLARS USAGE DOLLARS

1
2
3
4

Residential
Commerical
Public Authority
Large Commercial

49.65
49.65
49.65

493.89

°$
$
$
$214,945

$ 49.65
$ 49.65
$ 49.65

* see note below

LINE
no.

CUSTOMER
CLASS

COMPANY RECOMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

5
6
7
8

Residential
Commerical
Public Authority
Large Commercial

80.87%
80.87%
80.87%

271 .60%

$ 89.80
$ 89.80
$ 89.80
$1,835.31

$ 40.15
$ 40.15.
$ 4o.15
s 1,341.42

80.87%
80.87%
80.87%

$ 89.80 $ 40.15
$ 89.80 $ 40.15
$ 89.80 $ 40.15
* see note below

LINE
no.

CUSTOMER
CLASS

STAFF RECOMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN PERCENTCHANGE

9
10
11
12

Residential
Commerical
Public Authority
Large Commercial

49.65
49.65
49.65

493.89

$
$
_$
$

$
$
$
$

0.00%
0.00%
0.00%
0.00%

0.00%
0.00%
0.00%

$ 49.65 $
$ 49.65 $
fs 49.65 $
* see note below

I

c

Arizona-American Water Company
Mohave Wastewater District
Docket No. SW-01303A-08-0227
Test Year Ended December 31, 2007

Schedule SPI-2
Page 1 of 1

TYPICAL BILL ANALYSISAVERAGE AND MEDIAN COST COMPARISONS

* Median Large Commercial figures omitted as there are only 2 test year Large Commercial customers
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET no. SW-01303A-08-0227

The Surrebuttal Testimony of Staff witness Steve Irvine addresses the following issues:

Staffs updated rate design - Staff's recommended Mohave wastewater rate design would
generate Staf8Ps recommended $722,274 revenue requirement, a decrease of 9.28 percent from
the test year. Staffs Surrebuttal Testimony includes Treatment Plant Availability Fee's for 6
and 8-inch service lines that were inadvertently not included in Direct Testimony for rate design.

The Company's Rebuttal Testimony did not include a proposed change to Mohave wastewater
rate design from that proposed in the application. The Company continues to propose an
increase of $40.15, or 80.87 percent, in die monthly customer charge, from $49.65 to $89.80.
Staffrecommends a decrease of $4.69, or 9.44 percent, in the monthly customer charge, reducing
the monthly bill from $49.65 to $44.96.



Sunebuttal Testimony of Steve Irvine
Docket No. SW-01303A--8-0227
Page 1

1 INTRODUCTION

2 Q-

3

4

5

Please state your name, occupation, and business address.

My name is  Steve  I r v ine .  I  am a  Pub l ic  U t i l i t ies  Ana lys t  employed by  the  Ar izona

Corporation Commiss ion ("ACC" or  "Commiss ion")  in the Uti l i t ies  Div is ion ("Staff" ) .

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Did you previously file Direct Testimony pertaining to the rate design for the

Mohave Wastewater District in this case?8

9 Yes.

10

11 Q-

12

13

14

15

What matters are addressed in your Surrebuttal Testimony?

This Surrebuttal Testimony provides updated rates (Surrebuttal Schedule SPI-3) to reflect

Staffs surrebuttal revenue requirement. Staff also submits a new typical billing analysis

(Surrebuttal Schedule SPI-4) to reflect its updated rates. This testimony also corrects an

omission in the Treatment Plant Availability Fee section of Schedule SPI-1 in my Direct

1 6

1 7

1 8

Testimony.

Q-

19

20

21

22

What comments does the Company make in Rebuttal Testimony regarding Staffs

proposed Mohave wastewater rate design?

The Company's Rebuttal Testimony does not appear to discuss Staffs proposed Mohave

wastewater rate design. It also does not appear to offer a revised rate design for the

Mohave Wastewater District.

23

A.

A.

A.

A.



TREATMENT PLANT HOOK-UP FEE TARIFF TABLE

Service Lateral Size Factor Fee
4-inch 1 $785*
6-inch 2 $1,570
8-mch 3% $2,748

Surrebuttal Testimony of Steve Twine
Docket No. SW-01303A-08_0227
Page 2

1

2

3

4

UPDATED RATE DESIGN

Q. Is Staff's updated rate structure the same as that recommended in its Direct

Testimony?

Yes. The rate structure is the same,however, the specific rates are different.

5

6 Q- Why is Staff recommending rates that differ from its Direct Testimony (SPI-1)?

Since Staffs surrebuttal revenue requirement changed from that of its direct position, it is

necessary to adjust the rates. At the time of filing of pre-filed Direct Testimony Staff had

recommended no change in revenue requirement. Staff now recommends a decrease in

revenue requirement, as discussed in the Surrebuttal Testimony of Gerald Becker, and

consequently now recommends a decrease in rates. Staffs updated rate design is included

as Surrebuttal Schedule SPI-3. An updated typical bill analysis is included as Surrebuttal

Schedule SPI-4.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

Q- Does Staff's updated rate design include any changes other than a decrease in rates?

21

22

Yes. SPI-1 had included a line item for Treatment Plant Availability Fee of $785.00 Per

New Connection. The number was correct, but did not provide complete information by

addressing fees for the various sizes of connections. The pre-tiled Direct Testimony of

Dorothy Hains at Figure 7, page 23, of Exhibit DMI-I-7 included a table that listed Staffs

recommended Treatment Plant Availability Fees for the various connection sizes. The

table from Ms. Hairs' pre-filed Direct Testimony is as seen below:

23

24

A.

A.

A.

* Established per Decision No. 69440.



Surrebuttal Testimony of Steve Irvine
Docket No. SW-01303A-08-0227
Page 3

1

2

3

4

Fees for the 6-inch and 8-inch connections were inadvertently not included in SpI-l. The

fees contained in this table are included in Surrebuttal Schedule SPI-3 in order to reflect

Staffs Treatment Plant Availability Fee recommendation. As Service Line Connection

Charges are advances-in-aid-o f-construction, changes to those fees did not provide

revenue.

What revenue would Staff's updated rate design generate?

Staffs recommend rate design would generate Staffs recommended $722,274 revenue

requirement, a decrease of 9.28 percent Nom the test year. As shown on Surrebuttal

Schedule GWB-10, the revenue requirement is composed of Wastewater Revenue

($717,392) and Other Wastewater Revenue ($4,882) components.

5

6

7 Q-

8 A.

9

10

11

12

13

14

15

16

Q. Would you please summarize Staff's recommended rate structure?

Staffs proposed rate structure is simply the existing rates with the monthly customer

charges, the large commercial commodity charge, and the effluent rate each reduced by

9.44 percent. A summary of the present, Company proposed, and Staff recommended

rates and service charges are provided on Surrebuttal Schedule SPI-3 .17

18

19

20

Q-

21

22

23

Why is a 9.44 percentage reduction used to reduce these rates if there is a 9.28

percent reduction in revenue requirement?

The percentage reduction in total revenue requirement differs slightly from the percentage

reduction used in Stay's rate design as Staff made no change to the service charges

portion of rates.

24

A.

A.



*

Surrebuttal Testimony of Steve Irvine
Docket No( SW-01303A-08-0227
Page 4

1 Q.

2

What are the effects of Staff's proposed rates on a customer's bill?

Staffs recommended rate design results in a decrease of $4.69, or 9.44 percent, in the

monthly customer charge, reducing the monthly bill from $49.65 to $44.96.3

4

5

6

Q- Does this conclude your Surrebuttal Testimony?

A.

A. Yes, it does.



$ 49.65
49.65
49.65
64.00

Residential (Per ERU)
Commercial (Per ERU)
Public Authority (Per ERU)
Large Commercial

Commodity Charge

$ 89.80
89.80
89,80

115.75

$ 44.96
44.96
44.96
57.96

$

2,00

Residential
Commercial
Public Authority
Large Commercial

Effluent (Per Acre Foot)

$

8.00

$

1.81

$ 200.00
200.00
200.00
200.00

0 to 24
25 to 99

100 to 199
200 & Above

Service Line Connection Charges (Non-Refundable)

$ 250.00
250.00
250.00
250.00

$ 181.13
181.13
181.13
181.13

$ 250.00
250.00
250.00

Cost
Cost

250.00

Residential
Commercial
School
Multiple Dwelling
Mobile Home Park
Effluent

Treatment Plant Availability Fee

Cost
Cost
Cost
Cost
Cost
Cost

Cost
Cost
Cost
Cost
Cost
Cost

785.00$Per New Connection
4-Inch
6-Inch
8-Inch

Sewioe Charges:

$ 785.00
$ 785.00

1,570.00
2,748.00

Company
Proposed Rates

Arizona-American Water Company
Mohave Wastewater District
Docket No. WS-01303A-08-0227
Test Year Ended December 31 ,2007

Surrebultal Schedule SPI-3
Page 1 of 1

RATE DESIGN

Monthly Usage Charge Present
. Staff

Recommended Rates

$ 20.00
30.00
30.00

$ 20.00
30.00
30.00

$ 20.00
30.00
30.00

*

*

* *

*

*

* *

*

*

* *

25.00 25.00 25.00

Establishment
Establishment (After Hours)
Reconnection (Deliquent)
Deposit
Deposit Interest
Re-Establishment (With-in 12 Months)
NSF Check
Late Payment Charge *** *** ***

*

* *

***

Per Commission Rules (R-14-2-603.B)
Months off system times minimum (R14-2-603.D)
Per Commissions Rules (R14-2-608.D)



LINE
no.

CUSTOMER
CLASS

CURRENT RATES
AVERAGE MEDIAN

USAGE DOLLARS USAGE DOLLARS

1
2
3
4

Residential
Commerical
Public Authority
Large Commercial

49.65
49.65
49.65

493.89

$
$
$
$214,945

$ 49.65
$ 49.65
$ 49.65

* see note below

LINE
no.

CUSTOMER
CLASS

COMPANY RECOMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

5
6
7
8

Residential
Commerical
Public Authority
Large Commercial

80.87%
80.87%
80.87%

271 .60%

$ 40.15
$ 40.15
$ 40.15
$ 1,341_42

$ 89.80
$ 89.80
$ 89.80
$1,835.31

80.87%
80.87%
80.87%

$ 89.80 $ 40.15
$ 89.80 $ 40.15
$ 89.80 $ 40.15
* see note below

LINE
no.

CUSTOMER
CLASS

STAFF RECOMMENDED
AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

g
10
11
12

Residential
Commerical
Public Authority
Large Commercial

-9.44%
-9.44%
-9.44%
-9.44%

44.96
44.96
44.96

447.28

$
$
$
$

$
$
$
$

(4.69)
(4.69)
(4.69)

(46.61)

(4.69)
(4.69)
(4.69)

-9.44%
-9.44%
-9.44%

$ 44.96 $
$ 44.96 $
$ 44.96 $
* see note below

Ii

Arizona-American Water Company
Mohave Wastewater District
Docket No. SW-01303A-08-0227
Test Year Ended December 31, 2007

Surrebuttal Schedule SPI-4
Page 1 of 1

TYPICAL BILL ANALYSIS AVERAGE AND MEDIAN COST COMPARISONS

* Median Large Commercial figures omitted as there are only 2 test year Large Commercial customers



IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTIIITY PLANT AND
PROPERTY AND FOR INCRESES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS MOHAVE
WASTEWATER DISTRICT.

EXHIBIT

»
|

BEFORE THE ARI

COMMISSIONERS

2589 MAY 9] A IT-' 13

1

2

3

4

5

KRISTIN K. MAYES, Chairman
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

A cw cGf:~.:>sm~,§~@w CGMRUL

DOCKET NO. W-01303A-08-0227

R E C E I V E D
MAR 2 7 2009

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS AGUA FRIA
WATER DISTRICT, HAVASU WATER
DISTRICT, MOHAVE WATER DISTRICT,
PARADISE VALLEY WATER DISTRICT,
SUN CITY WEST WATER DISTRICT AND
TUBAC WATER DISTRICT.

LEGAL DN
ARIZ. c0Rp0aAn0n COMMISSION

6

7

8

9

10

11

12

13
I

14 DOCKET no. SW-01303A-08-0227

15

16

17 NOTICE OF FILING

18

19 Attached to this notice is Staffs alterative rate design for Paradise Valley Water District and

20 Tubae Water District.

21 RESPECTFULLY SUBMITTED this 27th day of March, 2009.

22
1

23

24

25

26

27

oNi R. Mite ell, Attorney
Nancy L. Scott, Attorney
Ayes fa Vohra, Attorney
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007
(602) 542-3402

28

1

oR.ATI 6 0 n

3.



2

1 Original and thirteen (13) copies
of the foregoing were filed this
27"' day of March, 2009 with:

3

4

5

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85008

. Copy of the foregoing mailed this
6 27 day of March, 2009 to:
7

8

9

Craig A. Marks
CRAIG A. MARKS, PLC
10645 n. Tatum Blvd.
Phoenix, AZ 85028
Attorney for Arizona-American Water Company

Lance Ryerson
1956 E. Desert Greens Drive
Fort Mohave, AZ 86426-8883

10
Patricia Elliott
1980 E. Desert Greens Drive
Fort Mohave, AZ 86426

11

12

Thomas M. Broderick
Director, Rates & Regulation
ARIZONA-AMERICAN WATER COMPANY
19820 North Seventh Street, Suite 200
Phoenix, AZ 85024

Keith Doper
1964 Sunset Drive
Fort Mohave, AZ 86426-6733

13

14

Hallie McGraw
1976 Sunset Drive
Fort Mohave, AZ 86426-6733

15

Daniel Pozefsky, Chief Counsel
RESIDENTIAL UTILITY
CONSUMER OFFICE
I110 West Washington Street, Suite 220
Phoenix, AZ 85007-2958

16

Steven D. Colburn
1932 E. Desert Greens Lane
Fort Mohave, AZ 86426-6724

17

18

Dennis Behmer
1966 E. Desert Greens Lane
Fort Mohave, AZ 86426-6724

19

Paul E. Gilbert
Franklyn D. Jeans
BEAUS GILBERT PLLC
4800 North Scottsdale Road, Suite 6000
Scottsdale, AZ 85251-7616
Attorneys for Clearwater Hills
Improvement Assn.

20

21

Jeff Crockett
Robert Metli
SNELL & WILMER
One Arizona Center
400 E. Van Buren Street
Phoenix, AZ 85004-220222

23

Michael W. Patten
Timothy J. Sabo
ROSHKA DeWULF & PATTEN, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, AZ 85004-2262
Attorneys for die Town of Paradise Valley

Andy Panasuk
1929 E. Desert Greens Lane
Fort Mohave, AZ 86426-672524

25

Andrew Miller, Town Attorney
TOWN OF PARADISE VALLEY
6401 East Lincoln Drive
Paradise Valley, AZ 85253-4328

Thomas J. Ambrose
7326 E. Montebello Avenue
Scottsdale, AZ 85250-604526

27
Nicholas Wright
1942 E. Desert Greens Drive
Fort Mohave, AZ 86426-8883

Ikuko Whiteford
1834 Fairway Bend
Fort Mohave, AZ 86426-672628

2



1

2

Jacquelyn Valentino
5924 .S. Desert Lakes Drive
Fort Mohave, AZ 86426-9105

Rebecca M. Szimhardt
1930 E. Desert Greens Drive
Fort Mohave, AZ 86426
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

3

4

Mike Kiernan
5931 S. Desert Lakes Drive
Fort Mohave, AZ 86426-9105

5

6

Marshall Magruder
P.O. Box 1267
Tubac, AZ 85646-1267

Don & Liz Grubbs
5894 Mt. View Road
Fort Mohave, AZ 86426-8862
DOES NOT wISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET7

8

Ann Robinett
1984 E. Desert Greens Lane
Fort Mohave, AZ 86426~6726

9

10

Carole MicHale-Hubbs
21511 North Limousine Drive
Sun City West, AZ 85375-6557
Attorney for Property Owners and
Residents Association

Joe M. Souza
1915 E. Desert Greens Drive
Fort Mohave, AZ 86426-8802
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

11

12

13

PROPERTY OWNERS AND
RESIDENTS ASSOCIATION
13815 East Camino Del Sol
Sun City West, AZ 85375-4409

Boyd Taylor
1965 E. Desert Greens Drive
Fort Mohave, AZ 86426-8884
DoEs NOT wISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

15

16

Louis Wilson
1960 Fairway Drive
Fort Mohave, AZ 86426-8873
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

.14  Wi lma E. mi l ler
1915 E. Desert Greens Drive
Fort Mohave, AZ 86426-8802
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE B Y ANY PAR TY IN

17 1 THI8 DOCKET

18

19

20

21

Tom Sockwell
Mohave County Board of SupervisorS
1130 Hancock Road
Bullhead City, AZ 86442-5903
DOES NOT WISH TO RECEIVE COPIES
FILINGS MADE BY ANY PARTY IN
THIS DOCKET

Betty Nev land
2000 Crystal Drive
Fort Mohave, AZ 86426-8816
DOES NOT wISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

22

23

24

George E. & Patricia A. Cocks
1934 East Shasta Lake Drive
Fort Mohave, AZ 86426-6712
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

Shanna Ramsay
1952 E. Desert Greens Drive
Fort Mohave, AZ 86426-6724
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

25

26

27

Raymond Goldy
1948 E. Desert Greens Drive
Fort Mohave, AZ 86426-8883
DOES NOT WISH TO RECEIVE COPIES
OF FILINGS MADE BY ANY PARTY IN
THIS DOCKET

19

28
C /~

6'

r.

3

4 ? /~
6'
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Arizona American Water Company - Paradise Valley Water
Docket ND, W-01303A-08-0227
Test Year Ended December 31,2007

3 Tier Alternate Schedule
Page 1 of 2

THREE TIER ALTERNATE RATE DESIGN
Line

$
$
$
$
$
$
$
$
$
$
$

26.00
27.00
52.00
92.00

142.00
277.00
463.00
926.00

2,232.00
3,208.00
5,998.00

$ 10.00

Per 1.000 Gallons
Block

0 - 15,000 Gallons
15,001 - 50,000 Gallons
Over 50,000 Gallons

$
$
$

1.200
2.200
3.700

0 - 15,000 Gallons
15,001 - 50,000 Gallons
Over 50,000 Gallons

$
$
$

1.200
2.200
3.700

0 - 15,000 Gallons
15,001 - 50,000 Gallons
Over 50,000 Gallons

$
$
$

1 .200
2.zo0
3.700

0 - 15,000 Gallons
15,001 - 50,000 Gallons
Over 50,000 Gallons

$
$
$

1.200
2.200
3.700

0 - 15,000 Gallons
15,001 - 50,000 Gallons
Over 50,000 Gallons

$
$
$

1.200
2.200
3.700

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400_o00 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

No.
1 Monthlv Minimum
2 5/B x 3/4-inch Meter
3 3/4-inch Meter
4 1-inch Meter
s 11/2-inch Meter
s 2-inch Meter
7 3-inch Meter
s  4- inch Meter
9 6- inch Meter

10 8~inch Meter
11 10-inch Meter
12 12-inch Meter
13
14 Monthlv Service Charge for Fire Sprinkler
15
16 Gallons in the Minimum
17
18 Commoditv Rates
19 (Residential. Commercial. Industrial)
20
21 5/8 x 3/4»inch Meter Residential
22
23
24
25 3/4-inch Meter Residential
26
27
28
29 1-inch Meter Residential
30
31
32
33 1-1/2-inch Meter Residential
34
35
as
37 2-inch Meter Residential
38
39
40
41 5/8-inch Meter Commercial
42
43
44 3/4-inch Meter Commercial
45
46
47 1-inch Meter Commercial
48
49
50 1 1/2-inch Meter Commercial:
51
52
53 2-inch Meter
54
55
56 3-inch Meter
57
58
59 4-inch Meter
G0
61
sz 6- inch Meter
63
64 .
65 3-inch Meter Turf Customer

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.08
2.43

All Gallons

All Gallons

1.76

1,76
66
67 4-inch Meter Turf Customer
68
et 6-inch Meter Paradise Valley Country Club All Gallons
70
71
72

$

$

$ 1.56

Other Public Authorities - Monthly
base charge per above meter size All Usage $ 2.01



Mrizona American Water Company - Paradise Valley Water
Docket No. W-01303A-08-0227
Test Year Ended December 31, 2007 3 Tlar Altemalta Schedule MEM-.1

Page 2 of 2

Staff
Recommended

$
s

20.00
40.00

s 30.00
s 60.00
$ 15.00
$ 10.00
$ 12.00 .
1.5% Per Month

Residential - two times the averagebe. Non-residential - two and one-half times the estimated maximum bill.

Interest per [Per ACC Rule 14-2-403(B)]

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

74
vs Service Charges
76 Establishment of Service:
77 Regular Hours
78 After Hours
79 Reestablishment of Service within 12 Months:
ac Monthly Minimum times Months Disconnected
el From the Water System [Per ACC Rule 14-2-403(D)]
82 Reconnection of Service (Delinquent):
83 Regular Hours
84 After Hours
85 Water Meter Test (if Correct)
86 Meter Re-Read (If Conest)
as NSF Check Charge
so Late Fee Charge
89 Deposit Requirements Residential
90 Deposit Requirements Non-Residentiat
91 Deposit Interest
92
es **
94

96
97
98
99
100
101
102 Meter and Service Line installation Charges
103 5/8 x 3/4-inch Meter
104 3/4-inch Meter
105 1-inch Meter
10s 11/2-inch Meter
107 2-inch Meter
108 3-inch Meter
109 4-inchMeter
110 6-inch Turbine Meter
111 Over 6-inch
112
113
114 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY W ILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
115 OF ANY PRIVILEGE. SALES,USE, AND FRANCHISE TAX. PER commission RULE 14-2-409D(5).
116
111 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, AND ALL APPLICABLE TAXES, INCLUDING
118 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE.

s 445.00
$ 445.00
$ 495.00
$ 550.00
s 830.00
Accualcost
Actual cosa
Actual cost
Actual cost

$ 155.00
s 255.00
$ 315.00
$ 525.00
$ 1,045.00
Actual Cost
Adualcost
Ac!ualCost
All;ualCost

$ 600.00
$ _700.00
$ 810.00
$ 1,075.00
$ 1,875.00
AdualCost
AdualCost
AduaICost
ActuaICost

\



ARIZONA AMERICAN - PARADISE VALLEY WATER
Docket No. W-01303A-08-0227
Test Year Ended December 31, 2006

3 Tier Alternative Schedule. MEM-2

TypicaIBill Analysis - 3 Tier Alternative Rate Design
General Service 5/8-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 20,493 $ 49.20

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Service 5/8-Inch Meter

Gallons
Consumption

Present
Rates

Staff
Recommended %

$ 24.34
25.55
26.77
27.98
29. 19
30.41
31 .62
32.83
34.04
35.26
36.47
37.68
38.90
40.11
41 .32
42.54
43.75
44.96
46.17
47.39
48.60
49.20
54.67
65. 18
75.70
86.21
96.73

107.24
159.82
210.99

1,000
2,000
3.000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
15,000
17,000
18,000
19,000
20,000
20,493
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000



Arizona American Water Company - Paradise Valley Water
Docket no. W-01303A-08-GQ27
Test Year Ended December 31, 2oo7

s Tier Alternate Schedule
Page 1 of 2

F IVE T IER ALTERNATE RATE DESIGN
Line

1

$
$
$
s
$
s
s
$
s
$
s

26. 00
27, 00
52.00
92. 00

142. 00
277. 00
463. 00
926. 00

2,232.00
3,20B.00
5,998.00

s 10.00

Per 1 .000 Gallons
Block

0 - 5,000 Gallons
5,001 -  15,000 Gallons
15,001 - 40,000 Gal lons
40,001 .  80,000 Gallons
Over a0,000 Gallons

s
s
$
s
s

1. 200
2. 000
2. 700
3. 250
3.500

0 - 5,000 Gallons
5,001 - 15,000 Gallons
15,001 .  40,000 Gallons
40,001 - 80,000 Gal lons
Over 80,000 Gallons

$
s
s
$
s

1.200
2 . 000
2 . 700
3.250
3. 500

o - 5,000 G allons
5,001 -  15,000 Gallons
15,001 .  40,000 Gallons
40,001 - 80,000 Gallons
Over  80,000 Gallons

s
$
$
$
s

1.200
2 . 000
2 . 700
3. 250
3. 500

o -  5,000 Gallons
5,001 .  15,000 Gallons
15,001 - 40,000 Gallons
40,001 .  B0_000 Gallons
O ve r B0_000 Gallons

$
$
$
s
s

1.200
2.000
2.700
3.250
3.500

0 -  s ,000 Gallons
s,001 .  15,000 Gallons
15,001 -  40,000 Gallons
40,001 -  B0,000 Gallons
Over BD,000 Gallons

$
$
s
s
$

1 .200
2 . 000
2 . 700
3.250
3. 500

0 to 400,000 Gallons
Over 400,000 Gallons

$
$

2.0B
2. 43

0 to 400,000 Gallons
O ver 400,000 Gallons

$
$

2. 08
2. 43

0 to 400,000 Gallons
Over 400,000 Gallons

$
s

2.oa
2 . 43

0 to 400,000 Gallons
Over 400,000 Gallons

$
s

2.08
2. 43

0 to 400,000 Gallons
Over  400,000 Gallons

$
$

2.08
2. 43

0 to 400,000 Gallons
Over  400,000 Gallons

$
$

2. oa
2. 43

D to 400,000 Gallons
Over  400,000 Gallons

$
$

2.08
2. 43

0 to 400,000 Gallons
Over  400,000 Gallons

$
$

2. 08
2. 43

AI! Gallons 1. 76

All Gallons 1 .76

$

$

$ 1. 56

no.
1 Monthlv Minimum
2 5/8 x 3/4-inch Meter
3 3/4-inch Meter
4 1~inch Meter
5 t 1/2-inch Meter
6 2-inch Meter
7 3-inch Meter
B 4-inch Meter
9 6-inch Meter
10 B-inch Meter
11 10-inch Meter
12 12-inch Meter
13
14 Monthlv Service Charge for Fire SDrinkler
15
16 Gallons in the Minimum
17
18 Commoditv Rates
19 (Residential. Commercial. Industrial)
20
21 5/8 x 3/4-inch Meter Residential
22
23
24
25
be
27 3l4-inch Meter Residential
2B
29
30
31
32
33 1-inch Meter Residential
34
35
36
37
38
39 1-1/2-inch Meter Residential
40
41
42
43
44
45 2-inch Meter Residential
46
47
48
49
AD
51 5/B-inch Meter Commercial
52
53
54 3/4-inch Meter Commercial
55
56
57 1-inch Meter Commercial
5B
59
60 1 1/2-inch Meter Commercial:
61
62
63 2-inch Meter
64
65
66 3-inch Meter
67
68
69 4-inch Meter
70
71
72 6-inch Meter
73
74
75 3-inch Meter Turf Customer
76
77 4-inch Meter Turf Customer
78
79 6-inch Meter Paradise Valley Country Club All Gallons
80
B1 Other Public Authorities - Monthly
B2 base charge per above meter size All Usage $ 2.01



Arizona American Water Company - Paradise Valley Water
Docks! No. W-01303A-08-0227
Test Year Ended December 31, 2007 5 Tier Aitarnata Schedule MEM-1

P a g e 2 of 2

Staf f
R e c o m m e n d e d

$
$

20 . 00
40 . 00

$ 30.00
5 60 . 00
$ 15.00
S ., 10.oo
$ 12.00
1.5% Per  Month

Res ident ia l - two t imes the average bil l. Non-res ident ial - two and one-half times the est imated maximum bi l l .

Interest  per [Per ACC Rule 14-2-403(B)]

Staf f
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staf f
Tota l

Proposed
Charge

84
85 Serv ice Charges
as  Es tabl ishment  of  Serv ice:
87 Regular  Hours
so Af ter  Hours
as  Reestabl ishment  of  Serv ice w i thin 12 Months :
90 Monthly  Minimum t imes Months Disconnected
91 From the Water System [Per ACC Rule 14-2-403(D)]
92 Reoonriect ion of  Serv ice (Del inquent):
93 Regular  Hours
94 Af ter  Hours
95 Water Meter  Tes t  ( I f  Conest )
96  Meter  Re-Read ( I f  Coned)
97 NSF Ched< Charge
so Late Fee Charge
99 Depos it  Requirements  Res ident ial

100 Deposit  Requirements Non-Resident ial
101 Deposit  Interest
102
103 ' *
104
1 0 5  i n
106
107
108
109
110
111
112 Meter and Serv ice Line Instal lat ion Charges
113 5/8 x 3/4-inch Meter
114 3/4-inch Meter
115 1-inch Meter
116 11/2-inch Meter
117 2-inch Meter
118 3-inch Meter
119 4-inch Meter
120 6-inch Turbine Meter
121 Over 6-inch
122
123
124 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY W ILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
125 OF ANY PRIVILEGE, SALES,USE, AND FRANCHISE TAX. PER COMMISSION RULE 14-2-409D(5).
126
127 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS. OVERHEADS, AND ALL APPLICABLE TAXES. INCLUDING
128 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE.

s 445. 00
$ 445. 00
s 495. 00
$ 550.00
$ 830.00
Actual Cost
Actual Cost
Actual Cost
Actual Cost

$ 155.00
$ 255 . 00
$ 315.00
$ 525.00
$  1 , 0 4 5 . 0 0
Ac:tuaICost
Actual Cost
ActuaICost
Actual Cost

s 600 . 00
$ 700.00
$ 810.00
$  1 , 075 . 00
$ 1,875.00
Ac1uaI Cost
Ac t ua I C os t
Actual Cost
Ac:tualCost \



ARIZONA AMERICAN - PARADISE VALLEY WATER
Docket No. W-01303A-08-0227
Test Year Ended December 31. 2006

5 Tier Alternative Schedule MEM-2

TypicalBill Analysis - 5 Tier Alternative Rate Design
General Service 5/8-Inch Meter

Gallons
20,493 $

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage

Median Usage

Present 8. Proposed Rates (Without Taxes)
General Service 5/8-Inch Meter

Gallons
Qansumption

Present
Rates

Recommended
Rates Increase

0OQ

10.000
11.000
12.000
13.000
14.000
15.000
16.000
17.000
18.000
19.000
20.000
20.493
25.000
30.000
35.000
40.000
45.000
50.000
75.000

100.000

107.24
159.82
210.99
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Arizona American Water Company - Tubac Water
Docket No. W-01303A-08-0227
Test Year Ended: 12/31/07

4 Tier Alternate Schedule MEM-1
Page 1 of 2

Una
FOUR TIER ALTERNATE RATE DESIGN

$
s
s
S
s
s
s
s
s
s

25.00
70.00

140.00
224,00
448.00
700.00

1,400.00
2,240.00
3,220.00
6,020.00

-

Per 1.000 Gallons
Block

0 - 3,000 Gallons
3,001 - 10,000 Gallons
10,001 - 20,000 Gallons
Over 20,000 Gallons

$
$
$
$

1.90
2.85
3.50
6.00

0 to 20,000 Gallons
Over 20,000 Gallons

s
$

4.15
5.25

0 to 35,000 Gallons
Over 35,000 Gallons

s
s

4.15
5.25

0 to 85,000 Gallons
Over 85,000 Gallons

s
s

4.15
5.25

0 to 150,000 Gallons
Over 150.000 Gallons

4.15
5.25

0 to 175,000 Gallons
Over 175,000 Gallons

s
s

4.15
5.25

0 to 250,000 Gallons
Over 250,000 Gallons

$
s

4.15
5.25

0 to 350.000 Gallons
Over 350,000 Gallons

$
$

4.15
5.25

0 to 900,000 Gallons
Over 900.000 Gallons

$
$

4.15
5.25

no.
1 Monthlv Minimum
2 5/8 x 3/4-inch Meter
3 1-inch Meter
4 11/2-inch Meter
5 2-inch Meter
s 3-inch Meter
7 4-inch Meter
a 6-inch Meter
9 8-inch Meter
10 10-inch Meter
11 12-inch Meter
12
13
14 Gallons in the Minimum
15
16
17 Commoditv Rates
18 (Residential and Commercial)
19
20 5/8 x 3/4-inch Meter Residential
21
22
23
24
25 5/8 x 3/4-inch Meter Commercial
26
27
28 1-inch Meter:
29
30
31 1 1/2-inch Meter:
32
33
34 2-inch Meter
35
36
37 3-inch Meter
38
39
40 4-inch Meter
41
42
43 6-inch Meter
44
45
is 8-inch Meter
47
48
49 10-inch Meter
50
51
52 12-inch Meter
53

0 to 1,500,000 Gallons
Over 1,500,000 Gallons

s
s

4.15
5.25

.l

0 lo 2,250,000 Gallons
Over 2,250,000 Gallons

$
$

4.15
5.25
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Arizona American Water Company - Tubae Water
Docket No. W-01303A-08-0227
Test Year Ended: 12/31/07

4 Tier AltemateSchedule MEM-1
Page 2 of 2

\

Staff
Recamrnended

s 30.00
$ -
$ 10.00
s 5.00
$ 25.00.
1.5% Per Month
1.5% Per Month

\

-

Residential - two times the average bill. non-residential - two and behalf times the estimated maximum bill.

*** Interest per [Per ACC Rule 14-2-403(B)]

Staff
Proposed

Service Line
Charge

Staff
Proposed

Meter
Installation

Charge

Staff
Total

Proposed
Charge

54
as Service Charges
Se Establishment Re-establishment and/or reconnection of Service:
57 Regular Hours
58 After Hours
59 Water Meter Test (If Correct)
so Meter Re~Read (If Correct)
51 NSF Check Charge
Hz Late Fee Charge
53 Deferred Payment Finance Charge
64 Deposit Requirements Residential
65 Deposit Requirements Non-Residential
as Deposit Interest
67
as -

69
TD
71
72
73
74
75
76
77
vs Meter and Service Line Installation Charges
79 5/8 x 3/4-inch Meter
ea 3/4-inch Meter
81 1-inch Meter
oz 11/2-inch Meter
as 2-inch Turbine Meter
84 2-inch Compound Meter
as 3-inch Turbine Meter
as 3-inch Compound Meter
as 4~inch Turbine Meter
as 4-inch Compound Meter
as 6-inch Turbine Meter
90 6-inCh Compound Meter
91 8-inch or Larger
92
93 An applicant for water service shall pay to the Company, as a refundable advance in aid of construction the full cost to provide the new service line and mc
94
95 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY VVILL COLLECT FROM IT CUSTOMERS A PROPORTIONATE SHARE
96 OF ANY PRIVILEGE, SALES,USE, AND FRANCHISE TAX PER COMMISSION RULE 14»2-409D(5).
97
98 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, ANO ALL APPLICABLE TAXES, INCLUDING
99 ALL GROSS-UP TAXES FOR INCOME TAXES, IF APPLICABLE.

s 445.00
s 445.00
s 495.00
s 550.00
s 830.00
s 830.00
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost

s 155.00
$ 255.00
s 315.00
s 525.00
s 1,045.00
s 1,890.00
Ac1ual Cost
Ac1uaI Cost
ActuaICost
ActuaICos\
ActuaICost
A<:tualCost
ActuaICost

$ 600.00
s 700.00
s 810.00
$ 1,075.00
$ 1,875.00
$ 2,720.00
Actual Cost
ActuaICost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
Actual Cost
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Arizona American Water Company - Tubac Water
Docket No. W-01303A-08-0227
Test Year Ended December 31, 2006

4 TierAltemative Schedule MEM42

Typical Bill Analysis - 4 Tier Alternative Rate Design
General Service 5/8 x 3/4-lnch Meter

Company Propose Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 11,797 $ 49.46

Median Usage N/A

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Staff
Recommended

Rates
%

Increase I
$

Present
Rates

19.68
21 .57
23.46
25.35
27.24
30.09
32.94
35.79
38.64
41 .49
49.46
44.34
47. 19
50.04
52.89
55.74
58.59
61 .44
64.29
67.14
69.99
72.84
89.89

106.94
123.99
141 .04
158.09
175.14
260.39
345.64

1 ,too
2,000
3.000
4.000
5.000
6.000
7.000
8.000
9.000

11.797
10.000
11.000
12.000
13.000
14.000
15.000
16.000
17.000
18.000
19.000
20.000
25.000
30.000
35,000
40.000
45.000
50,000
75.000

100.000
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Surrebuttal Testimony of Elijah O. Abinah
Docket Nos. W-01303A-08-0227 et al
Page 1

Q-

A. My name is Elijah O. Abinah. My business address is 1200 West Washington Street,

Phoenix, Arizona, 85007.

INTRODUCTION

Please state your name and business address.

Q- Where are you employed and in what Capacity?

I am employed by the Utilities Division ("Staff") of the Arizona Corporation Commission

("ACC" or "Commission") as the Assistant Director.

Q, How long have you been employed with the Utilities Division?

Shave been employed with the Utilities Division since January 2003 .

Q. Please describe your educational background and professional experience.

I received a Bachelor of Science degree in Accounting from the University of Central

Oklahoma in Edmond, Oklahoma. I also received a Master of Management degree from

Southern Nazarene University in Bethany, Oldahoma. Prior to my employment wide the

ACC, I was employed by the Oklahoma Corporation Commission for approximately eight

and a half years in various capacities in the Telecommunications Division.

Q, What are your current responsibilities?

A. As the Assistant Director, I review submissions that we filed with the Commission and

make policy recommendations to the Director regarding those filings.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q~ What is the purpose of your testimony?

A.

A.

A.

A. The purpose of my testimony is to respond to Chairman Mayes letter docketed on

November 12, 2008. In her letter, Chairman Mayes requested that the parties to this



Surrebuttal Testimony of Elijah O. Abinah
Docket Nos. W-01303A~08-0227 et al
Page 2

docket provide the Commission as part of their testimony, "an analysis addressing the

predicted impact of statewide a.nd select consolidation of Arizona-American's water

system".

In addition, I will respond to the testimony filed by Mr. Towsley on behalf of Arizona-

American Water Company ("Arizona-American" or "Company") regarding what the

Company calls systems benefits charges.

Q,

A. Yes, in appropriate circumstances. Staff believes where and when it makes sense and

where i t  is technical ly and f inancial ly feasible,  rate consol idat ion and system

interconnections should be seriously considered by the Commission.

RATE CONSOLIDATION/SYSTEM INTERCONNECTION

Does Staff support rate consolidation and/or system interconnection?

Q, Can you please define rate consolidation and system interconnection?

A. Rate consolidation also known as Single Tariff Prices ("STP") is "the use of a unified rate

structure for multiple utility systems that are owned and operated by a single utility, but

that may or may not be contiguous or physically interconnected." Whereas, system

interconnection is when two or more systems or districts owned and operated by a single

ut i l i ty are physical ly connected or t ied together.  W hen a system or distr ict  is

interconnected, in most instances, they share storage tanks, pipelines, etc. The Company's

systems/distxicts, in most instances, be contiguous.
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Q, When a company is physically interconnected, is it appropriate to have a STP?

I

A. Yes. Staff believes that, when a company is physically interconnected an STP is

appropriate.
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1 Q- Please explain

Staff believes that prior to rate consolidation, the Company should first consider whether

two or more systems can and should be physically interconnected. If interconnection is

technically and financially feasible, then the Company should interconnect and thereafter

propose to consolidate the rates for those systems or propose an STP

7 Q Does a utility have to interconnect in order to have a rate consolidation or STP?

No. Staff believes that in some instances physical interconnection is not technically or

financially feasible, while rate consolidation may be

11 Q Did the Company propose consolidation in its Direct Testimony

No. In its Direct Testimony, the Company did not propose any rate consolidation.

Company did address or propose some form of consolidation in its Rebuttal Testimony

The

15 Q. What is Staffs recommendation in this proceeding

20

As stated earlier, Staff supports rate consolidation and/or system interconnection where

appropriate. In this instance, Staff recommends that the Commission order Arizona

American, in its next rate case, to propose detailed rate consolidation and/or system

interconnection plans where the Company believes it is technically and f inancially

feasible

22 Q~ What is Staff's rationale for this recommendation?

As stated earlier, Staff supports rate consolidation and/or system interconnection where

and when it is technically and financially feasible. As noted, the Company for ratemaldng

purposes, has 13 systems/districts, consisting of eight water and live wastewater districts

Currently, the Company has a rate case pending for seven of the 13 systems: six water and
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one wastewater, (Mohave Wastewater). Staff believes that in order to adequately analyze

the issue, the Company needs to file rate, financial, and operational information for all its

systems/districts at one time.

Also, Staff believes that the Commission should proceed with caution and be mindful of

any unintended consequences of rate consolidation and/or system interconnection.

Q- Please explain what you meant by unintended consequences.

As noted in Attachment 1, if such consolidation were to be approved, the residents of Sun

City would have higher bills than the residents of Sun City West, while today die opposite

is true, even though such consolidation would lower the bills for Sun City West.

Q- Please explain.

I
i

Based on the response from Arizona-American, a quick analysis of the effect of rate

consolidation for Sun City and Sun City West will lead to disproportionate rates. (Please

see Attachment 1.) Currently, an average monthly bill for a 5/8" meter in Sun City is

$14.17, while in Sun City West it is $35.33. If the rates for these systems were to be

consolidated Sun City's average monthly bill would increase from $14.17 to $21.49, while

Sun City West's average monthly bill would decrease 80111 $35.33 to $18.09.

Q- Does Staff have any other concerns regarding rate consolidation in this docket?
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A. Yes. In addition to the other concerns listed above, A.A.C R14-2-105(A) requires that

notice be given to customers affected by a rate application.

m l H l l l u l u u L u I l l l l l l l n u H a l \ l a l l I l l a ll I IIIIIIIIIIIIIIIIIIIIII I I I I I

A.

A.
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Because of the lack of notice to all of the Company's customers, Staff believes that rate

consolidation cannot be undertaken in this docket. The administrative rules, as well as

due process concerns, require proper notice be given.

Q.

A.

Does rate consolidation and/or system interconnection have to be statewide?

No. Rate consolidation and/or system interconnection does not necessarily have to be

statewide. I t  could be statewide,  i t  could be a com binat i on of  two or  m ore

systems/districts, rate consolidation M11 be achieve on countywide basis, or a combination

of counties.

Q, Please explain.

A.

I

I

The Commission can consider a statewide rate consolidation without taldng into

consideration whether the system/district is physically connected or not. Another

alterative is to implement rate consolidation on a county-wide basis. For example, the

Commission, if so inclined, could order the Company, in its next rate case, to propose rate

consolidation for Sun City Water distnlct, Sun City West Water district, Agua Fria Water

district, Anthem Water district, and Paradise Valley Water district. For rate making

purposes this would be classified as the Maricopa County Water District.

1

2

3

4

5

6

7

8

9

1 0

11

1 2

13

1 4

15

1 6

17

1 8

1 9

2 0

2 1

2 2

2 3

2 4

25

In addition, the Commission could order a single proposal for the Company's wastewater

systems/districts.

The Commission, could also issue an order directing Arizona-American to propose a STP

for Mohave County by consolidating the Havasu Water system/district and Mohave Water

system/district and classify these as the Mohave County Water Distnlct. The Commission

l l I II lllll l-llll_lllllll IIIII lllulllllll
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could also issue a similar proposal for the Havasu Wastewater and Mohave Wastewater

and classify it as Mohave County Wastewater District.

The Commission, if so inclined, could also order one rate for La Paz County, or require

that the Tubac system be consolidated with Mohave County.

Q, Does Staff believe that rate consolidation and/or system interconnection is possible

for all systems/districts?

No. Sometimes rate consolidation and/or system interconnection is not technically or

financially feasible.

Q, Should rate consolidation and/or system interconnection be considered based on the

type of services provided?

Yes. Staff believes that rate consolidation and/or system interconnection should be

considered just for the type of services provided. For instance, if there is to be a rate

consolidation, the Company should propose one for its water systems/distn'cts and another

or different rates for its wastewater systems/districts.

Q- How many rate making districts are within Arizona-American?

Staff believes that for rate making purposes, Arizona-American has 13 districts/systems, 8

water and 5 wastewater.

Can you please list these districts?
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Q,

A. Yes:

24
25
26
27
28

•

•

9
•

Agua Fria Water district
Agua Fria Wastewater district
Sun City Water
Sun City Wastewater

l l

A.

A.

A.

l l



Su1Tebutta1 Testimony of Elijah O. Abinah
Docket Nos. w-01303A-08-0227 et al
Page 7

1

2

3

4

5

6

7

8

9

•

•

•

•

•

Sun City West Water
Sun City West Wastewater
Anthem Water
Anthem Wastewater
Mohave Water district
Mohave Wastewater district
Paradise Valley Water
Tubac Water district
Havasu Water

I

Q~ If the Commission is inclined to consider rate consolidation and/or system

interconnection, do you have a recommendation?

As stated above, Staff is not recommending rate consolidation and/or system

interconnection in this case. However, if the Commission is inclined to adopt rate

consolidation/system interconnection, Staff recommends that the Commission consider the

options listed below.

Q- Based on the location and proximity, could two or more systems/districts within

Arizona-American be physically interconnected?

A. Yes. Based on the location and proximity, Staff believes the Sun City district, Sun City

West district and Agua Fria district could be interconnected and thereafter, have their rates

consolidated. Please see Attachment 2.

Q, Based on the location and proximity, does Staff believe other systems/distdcts within

Arizona-American could be physically interconnected?

a

1

10

11

12

13

14

15

16

17

18

19
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24

25

26

27

28

29

A.

A. No. As noted on page 1 of Attachment 2, the distance between Anthem and Sun City

West is 9.64 miles, in addition, Staff believes that due to the terrain, it would not be

technically feasible to physically interconnect.
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The distance between Paradise Valley and Sun City is 16.09 miles and from Paradise

Valley to Agua Fria is 25.28 miles. In both scenarios, because of the location proximity

and distance, it may not be financially feasible to physically interconnect.

In addition, as noted on page 2, Attachment 2, the distance between the Mohave

system/distiict and the Havasu system is 35.27 miles. In this instance, Staff believes it is

not financially and or technically feasible to physically interconnect.

Also, page 3 of Attachment 2 indicates that the Company has one system, in this case

there will be no need for interconnection.

Q, Should location and proximity of the district or system be the only deciding factor?

No. Staff believes other factors such as cost of interconnection, and the terrain be

considered prior to physical interconnection.

Q- Should the Commission establish, at a minimum, a set of criteria in considering rate

consolidation and/orsystem interconnection?

Yes. Staff believes that, at a minimum, the Commission should establish certain criteria

for rate consolidation and/or system interconnection.

Q, What criteria should be considered in recommending rate consolidation?

Staff believes that the following criteria should be utilized at the minimum:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

A.

A.

• Public health and safety - These issues come into play with small, troubled water

systems that are not currently a part of a larger system. Small troubled systems often

need substantial investment to alleviate health or public safety issues such as water
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quality. Upgrades to such systems can be significant and substantial, since this may be

spread over only a few customers, rates will move up drastically. One of the most

valuable outcomes of consolidated rates is that it allows the purchase of these systems

by larger, more stable companies who can in tum spread this investment over a much

larger customer base. For example, if a small, 300 customer system needed to make

an investment of $1.0 million each customer would face an increase of roughly a $50

per month, just to meet the revenue requirement for this investment, If on the other

hand, we had a consolidated tariff and could spread that same revenue requirement

over 100,000 customers, each customer would face an increase of only $0.15 per

Proximity and location - Proidmity may help psychologically getting people to accept

single tariffs, but it certainly is not a requirement. Physical interconnection should be

required when systems/districts are closer and it is technically and financially feasible

Community of interest - Staff believes that prior to rate consolidation and/or system

interconnection, the Company should consider whether those distnlcts/systems have a

common interest such as, schools, hospitals, recreational parks, churches, etc. If the

districts have those things in common, and it is technically and financially feasible

then system interconnection could rnd<e sense

Economies of scale/rate case expense - One area where there would be significant

economies of scale would be in the preparation of rate cases. Preparing, analyzing and

litigating the consolidated cases could be much more efficient than processing with

individual cases.. Issues which have caused delays and added costs such as allocating
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shared plant or other costs between districts could disappear as there would be only a

single number for rate base or expenses.

• Price shock/midgation - Price shock is an issue during the transition period and, in

reality, is relative to the prices people. pay now. It is also important to remember that

there will be communities that clearly benefit from this and others that do not.

For example, if Sun City and Sun City West consolidate, the average price would be

roughly $20 per month. For Sun City customers, this would amount to an increase of

roughly $7 per month which is substantial but not insurmountable. On a relative basis

however, this is a 54 percent increase and this figure is bound to gamer unfavorable

publicity. For the Sun City West residents, this would represent a decrease from

current rates and a significant decrease from the proposed average rate of $35 per

month demonstrating the clear benefit these residents would experience.

Mitigating efforts can occur on several fronts. First, the focus needs to stay on the

absolute not the relative amounts, as the absolute amounts are what people will

actually need to pay out of pocket.

l

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Secondly, a low income program could be initiated. Currently, the areas in the most

need are least able to bird the program and the more affluent areas, where the need is

lower, are more able to fund programs.

Public policy - Public policy will be a key part of tariff consolidation. There are

several examples of public policy driving regulatory decisions that differ from a purely

theoretical view on regulatory practices. Public policy on water conservation is one of
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the key drivers behind the increasing block tariffs used to promote conservation even

though, in a traditional "cost of service" model, one might expect to see the opposite.

Public policy is also behind the push to switch water use from non-renewable ground

water to renewable sources like space water even though ground water may be less

expensive in the short term. The key public benefits related to tariff consolidation

include:

1. The opportunity for efficient consolidation of small troubled water

companies, some of which may be some distance from other companys'

current footprint.

The ability to minimize severe price shocks experienced by one or two

communities as a new facility or major upgrade is undertaken.

Improving the effectiveness of certain key programs such as low income

tariffs by including resources from across the state.

• Other jurisdictions/municipalities -

examine how and if this issue is being addressed by other jurisdictions.

Staff believes that the Commission should

Q. Have you reviewed the testimony file by Arizona-American with regard to systems

benefits charges?

Yes.

I

i Q- Can you briefly discuss the Company's request or recommendation?
i
I
I

I

l
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A.

A. Yes. On page 17, lines 1 - 9, Mr. Towsley suggested that "the Commission could

consider implementing a surcharge across all districts to pay down the investment levels in

higher level districts over time". He also suggested that the proceeds Nom these

2.

3.
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surcharges would be used as Contributions in Aid of Construction ("CIAC") and credited

to Arizona-American. Thereby, reducing its net-plant (rate base) in a district.

In addition, he compares the proposed surcharge to what has been used by electric utilities

as systems benefit charges.

Q- Does Staff agree with such recommendations?

No. Staff believes the proposal is premature. A detailed analysis needs to be performed

and other mechanisms need to be examined. Without adequate discussion and analysis,

Staff will not support such a proposal. Staff believes it would be more appropriate to

consider and examine the issue in the Company's next rate case.

Q- Does this conclude your Surrebuttal Testimony?

1

2

3

4

5

6

7

8

9

10

11

12

13

14 A. Yes it does.

I
i

I

A.
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EXECUTIVE SUMMARY

Mr. Gross testifies as follows:

Arizona-American has three major capital projects under way for which it seeks to recover
associated post-test-year investment :

1. White Tanks Regional Water Treatment Plant. The White Tanks Regional Water
Treatment Plant ("White Tanks Plant"), currently under construction, is a 13.5 MGD
surface water treatment facility to treat CAP water for distribution to customers in the
Agua Fria Water District. Construction of the White Tanks Plant began in November
2007. As of March 31, 2008, total White Tanks Plant investment, including pre-
construction costs, was $13 million. By September 30, 2008, the total investment should
total $31 million. The overall project budget is estimated at $61 .5 million.

2. Mohave Wastewater Treatment Plant Expansion. In September 2007, Arizona-American
began expanding the capacity of the Wishing Well Wastewater Treatment Plant
("Mohave Treatment Plant") that treats wastewater for Mohave Wastewater District
customers. Based on growth projections, demands will approach the 250,000 god design
capacity of the Mohave Treatment Plant in 2008. The expansion of the Mohave
Treatment Plant will add 250,000-gallons-per-day in new treatment capacity, allowing
service for up to 1,500 additional service connections. Arizona-American expects to
place the Mohave Treatment Plant Expansion in service in July 2008. As of the end of the
test year, Arizona-American had invested $1 .5 million in the Mohave Treatment Plant
Expansion. The total investment is expected to be $4.0 million.

3. Paradise Valley Fire Flow Project, Phase 3. In its Paradise VaLlley Water District,
Arizona-American is in the midst of a multi-year, phased, program to upgrade main
capacity, add fire hydrants, increase water storage and pumping capacity. Arizona-
American expects to complete Phase 3 of its fire-flow projects by September 30,2008, at
a cost of $3.6 million. In 2007, we began constructing one-halfmile of 24" water main in
McDonald Drive. Phase 3 construction will continue in 2008, with one-half mile of l6"
water main in Lincoln Drive, and one-third mile of 8" water main in Tatum Boulevard.

Arizona-American also has five smaller projects underway, which should be completed in time
for the Commission Staff's engineering report.

1. Well 12 Replacement (Paradise Vallev Water). The existing Well 12 is being replaced
due to a failure in its casing, which restricted its production to approximately 50% of the
original 2200 gallonsper minute. The replacement well will allow the facility to regain
its original production capacity, and should be completed by December 2008, at a cost of
$1.93 million.

2. Big Bend Acres Tank (Mohave Water). This storage tank is being built to replace an old
existing tank which has experienced severe structural problems and has inadequate
capacity. The new 250,000 gallon tank should be completed by August 31, 2008, at a
com of$6l1,000.
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3. Sierra Montana Tank (Agua Fria Water). This 2.2 million gallon storage tank is being
built to increase storage capacity at Arizona-American's Water Plant 8. The tank should
be completed in August 2008, at a cost of $2.05 million.

an
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Distribution System Improvements, Phase 2 (Agua Fria Water). This consists of essential
projects needed for groundwater distribution and storage improvements before the 2010
completion of the White Tanks Plant. The components of this project involve connecting
an MWD well to the reservoir at Water Plant 8, adding a water line to serve the Cool
Well subdivision, and eliminating a pipeline bottleneck at Bell and Reeds Roads. The
Wee components of this project should be completed in October 2008, at a total cost of
$1 .19 million.

treatment facility for its Tubac Water District to comply with the new arsenic mol. TheEPA

in

in

Tubac Arsenic Treatment Facility. Arizona-American is also planning to build an arsenic-

denied our request for a three-year exemption. The current plan is to partner with thedeveloper
of Tubac Marketplace, a commercial project in the downtown area. The partnership reduces the
expected cost of the facilities by approximately $1 million. The developer will provide the
required site, storage, and pumping capacity, and Arizona-American will provide the water-
s̀\1pply and arsenic-treatment facilities. The present cost estimate is $2.3 million. Design will
begin this summer (2008), with construction to begin in spring 2009 and be completed
approximately one year later.

in
21
22
24
25
26
27
28

§Mohave County Comprehensive Planning Study. This study lays out a five-year plan for
prioritized improvements required to provide adequate water supply, storage, and pumping
capacity within the Bullhead City and Havasu service areas. In Bullhead City, site procurement

,is underway this year for one well, which should be operational in 2009. Also, the Big Bend
3 Acres 250,000~gallon storage tank will be completed in August 2008. Future projects include
! additional wells, storage, and an interconnection with Bermuda Water. In the Havasu Water
District, an interconnection with the City of Lake Havasu will be completed this year. Future
projects include upgrades to WellNo. 9, additional storage facilities, and SCADA

Eimprovements.

36

33
34
35

Agua Fria Water Supplies. Because of the construction of the White Tanks Plant, developer are
now only being required to supply water to satisfy average-day demand for the development,

2 rather than maximum-day demand. New groundwater supplies will still be required to meet
customer demands during the annual scheduled outage of the Beardsley Canad, scheduled

. outages of the White Tanks Plant, and any unscheduled outages of the Card, Plant, or associated
facilities. There is no longer any need for the 3.5-mile contingency pipeline.

Aqua FriaDistrictProtected Growth. Arizona-Americanpreviously forecast 4200 new hook-ups
in 2008. Because of the recent red-emate slowdown, the Company now expects many fewer
hook-ups in 2008, with the downward trend expected to continue. Further, many existing
projects are grandfathered, so these customers will not be responsible for the increasedhook-up
fee. A forecast ofnew customers that will actually be subj act to the increasedhook-up fees
follows:

Year

Customers 134 615 764 1030 1031 2180

44
45

2008 2009 2010 2011 2012 2013

Therefore the proceeds generated by hook-up fees to fund the White Tanks Plant will also be
much less.

ii
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2 as.

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE

NUMBER.

My name is Joseph E. Gross. My business address is 19820 N. 7m Street, Suite 201,

Phoenix, Arizona 85024, and my telephone number is 623-445-2401 .

6 QQ. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Arizona-American Water Company ("Arizona-American") as Director

of Engineering for Arizona, New Mexico, Hawaii, and Texas.

9 Q. PLEASE BRIEFLY OUTLINE YOUR RESPONSIBILITIES IN ARIZONA AS

THE DIRECTOR OF ENGINEERING.

I am responsible for the planning, programming, and project delivery of Arizona-

American's capital program, first providing input to the budgeting process, then

providing oversight of the design and constnlction contracts to ensure compliance With

assigned budget and schedule.

15 Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

I received a Bachelor of Science degree h'om the United States Military Academy in civil

engineering anda Master of Science degree from the Ohio State University in Geodetic

Science.

HAVE YOU HAD ANY OTHER FORMAL TRAINING?

I attended two-week senior executive management training programs at Carnegie Mellon

University in 1986 and at Arizona State University in 1994.

Q, PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE.

19 Q.

h
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I joined Arizona-American in October 2004. I was previously employed by the City of

Scottsdale for fourteen years in the positions of Capital Project Management Director,

Water Campus Project Director, and Water Resources Director. Before that, I had

extensive field-level and executive-level experience in the US Army Corps of Engineers,

including large projects located in the United States, Iran, and Saudi Arabia. Among

other responsibilities, I supervised the Corps' extensive flood-control projects in the

Phoenix metropolitan area from 1979 to 1982.

8 ARE YOU A REGISTERED PROFESSIONAL ENGINEER?

Yes, I am a registered Professional Engineer in the states of Arizona and Pennsylvania.

10 Q. HAVE YOU PREWOUSLY TESTIFIED BEFORE THIS COMMISSION?

I submitted testimony in Arizona-American's White Tanks hook-up fee case (Docket No.

W-1303A-05-0718), its arsenic-cost-recovery mechanism ("ACRM") case for its Agua

Fria, Sun city West, and Havasu Water Districts (Docket No. W-01303A-05-0280, et.

al), its Paradise Valley Water District rate case (Docket No. W-01303A-05-0405), and in

its Sun City Water District rate case (Docket No. W-01303A-07-0209).

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE?

A. Please refer to the Executive Summary, which precedes my testimony.

19 III

Q-

MAJOR CONTINUING CAPITAL PROJECTS

PLEASE DESCRIBE ARIZONA~A1\1ERICAN'S MAJOR CONTINUING

CAPITAL PROJECTS.

The following major capital projects were begun during the test year (2007) and are still

under construction :

White Tanks Regional Water Treatment Plant;•

\»

17

18

s
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•1

2

3

Mohave Wastewater Treatment Plant Expansion, and

Paradise Valley Fire Flow Project, Phase 3.

I will next discuss each project in greater detail.

•

Q.

A WHITE TANKS REGIONAL WATER TREATMENT PLANT

WHAT IS THE WHITE TANKS REGIONAL WATER TREATMENT PLANT?

4

5

6

7

8

9

10

13

14

15

A. The White Tanks Regional Water Treatment Plant ("White Tanks Plant"), currently

under construction, is a surface-water treatment facility. Arizona-American holds a

Central Arizona Project ("CAP") water subcontract for l 1,093 acre-feet per year, and has

designed the White Tanks Plant to treat CAP water for distribution to customers in the

Agua Fria Water District. The White Tanks Plant is designed to treat 13.5 million

gallons per day ("MGD") in Phase I(a). It is expandable to 20 MGD in Phase I(b) with

the addition of one more treatment-unit train. Eventually the White Tanks Plant can

accommodate the addition of three additional 20-MGD phases, for a total treatment

capacity of 80 MGD at the 45-acre plant site. With expansion, the White Tanks Plant

will be able to treat additional CAP water or other surface-water supplies.

Q. WHAT IS THE STATUS OF THE WHITE TANKS PLANT?16

17

18

19

20

A. The White Tanks Plant is located on an Arizona-American-owned parcel near the

intersection of Cactus Road and Perryville Road, adjacent to the Beardsley Canal.

Facilities will includea new raw waterintake, a water treatment plant, and a high-service

pumping station.

21

22

23

4

Construction of the White Tanks Plant began in November 2007, with Gamey

Construction as the prime contractor. Before construction actually began, $6 million had

already been invested in pre-construction costs, primarily project design, site acquisition,

legal, and internal costs.
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As of March 31 , 2008, total White Tanks Plant investment, including pre-construction

costs, was $13 million. By September 30, 2008, the total investment should reach $31

million.

4 Q. WHEN WILL THE WHITE TANKS PLANT BEGIN SERV]N(; AGUA FRIA

WATER CUSTOMERS?

Arizona-American expects to place the White Tanks Plant in service in the second

quarter of 2010. Arizona-American will then be able to use the full Phase IA capacity

( l 3.5 MGD) to serve Agua Fria Water District customers with treated CAP Water.

9 QQ. WHAT IS THE EXPECTED TOTAL COST OF THE WHITE TANKS PLANT?

The overall project budget is estimated at $61 .5 million. Mr. Towsley and Mr.

Broderick are requesting various Commission authorizations pertaining to cost recovery

of the White Tanks Plant.

14 Q.

B MOHAVE WASTEWATER TREATMENT PLANT EXPANSION

WHY IS ARIZONA-AMERICAN EXPANDING ITS MOHAVE WASTEWATER

TREATMENT PLANT?

Mohave Wastewater District customers are served by the Wishing Well Wastewater

Treatment Plant ("Mohave Treatment Plant").' The Mohave Treatment Plant

experienced pedc demands of over 200,000 gallons per day in 2007, and has an existing

designcapacity of 250,000 gallons per day. Based on growth projections, demands will

approach the design capacity of the MohaveTreatment Plant in 2008.

In September 2007, Arizona-American began expanding the capacity of the Mohave

Treatment Plant, based on a final design and low bid submitted by Technology

_ There is another small wastewater treatment system that treats wastewaterproduced by three commercial
I customers.

s
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Construction, Inc. An Aquifer Protection Permit has already been issued and the Arizona

Department of Environmental Quality has approved adding 250,000-gallons-per-day in

new treatment capacity. The expansion of the Mohave Treatment Plant will allow service

for up to 1,500 additional service connections.

5 Q- WHEN WILL THE MOHAVE TREATMENT PLANT EXPANSION BEGIN

SERVING MOHAVE WASTEWATER CUSTOMERS?

Arizona-American expects to place the Mohave Treatment Plant Expansion in service in

July 2008.

9 Q.!
!
! WHAT IS THE EXPECTED TOTAL COST OF THE MOHAVE TREATMENT

PLANT EXPANSION?

As of the end of the test year, Arizona-American had invested $1 .5 million in the

Mohave Treatment Plant Expansion. The total investment is expected to be $4.0 million.

This project is included in Schedule B-2 rate base adjustment LJG-8.

15 SQ.

C PARADISE VALLEY FIRE FLOW PROGRAM (PHASE 3)

WHAT IS THE PARADISE VALLEY FIRE-FLOW PROGRAM?

In its Paradise Valley Water District, Arizona-American is in the midst of a multi-year,

phased, program to upgrade main capacity, add fire hydrants, increase water storage and

pumping capacity.

WHAT INVESTMENTS ARE SCHEDULED FOR 2008?

Arizona-American expects to complete Phase 3 of its fire-flow projects by September 30,

2008, at a cost of $3.6 million. In 2007, we began constructing one-half mile of 24"

water main in McDonald Drive. Phase 3 construction will continue in 2008, with one-

half mile of 16" water main in Lincoln Drive, and one-third mile of 8" water main in

Tatum Boulevard.

19
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I
I
!

=Q. WHAT PROJECTS ARE SCHEDULED AFTER 2008?

Design is basically complete for the prob ects scheduled for 2009 and 2010. Arizona-

American is working closely with the Town concerning scheduling and traffic impact of

the construction projects.

5 Q. HOW DOES ARIZONA-AMERICAN PROPOSE TO RECOVER ITS PHASE 3

FIRE-FLOW INVESTMENTS?

Mr. Broderick proposes to recover investments for Phase 3 and subsequent phases

through a re-design of the existing Public Safety surcharge. Please see his testimony for

more details.

10 :Iv

11 ~Q.

OTHER POST-TEST YEAR CAPITAL PROJECTS

ARE THERE ANY OTHER CAPITAL PROJECTS THAT ARIZONA-

AMERICAN EXPECTS TO COMPLETE BEFORE COMMISSION STAFF

COMPLETES ITS ENGINEERING AUDIT?

Yes. The four projects below should be completed in time for the Commission Staff

engineering report in this case.

1. Well 12 Replacement (Paradise Valley Water)

2. Big Bend Acres Tank (Mohave Water)

3. Sierra Montana Tank (Agua Fria Water)

4. Distribution System Improvements, Phase 2 (Agua Fria Water)

Arizona-American requests that these projects be included in rates established in this case

and each project is displayed within the B Schedules for each respective district.

However, all capital projects are under evaluation, which may delay some of these

projects. Arizona-American will update the status of these projects in its rebuttal

testimony.
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1 Q- PLEASE BRIEFLY DISCUSS EACH PROJECT, ITS COST, AND ITS

EXPECTED COMPLETION DATE.

Certainly. I will briefly discuss each project in turn.

Well 12 Replacement (Paradise Vallev Water). The existing Well 12 is being replaced

due to a failure in its casing, which restricted its production to approximately 50% of the

original 2200 gallons per minute, The replacement well, on the site of die arsenic-

treatment plant and 140 feet from the existing well, will allow the facility to regain its

original production capacity needed to serve our customers. This replacement well

should be completed by December 2008 at a cost of $1 .93 million.

This storage tank is being built to replace an

old existing tank which has experienced severe structural problems and has inadequate

capacity, The new 250,000 gallon tank, to be constructed on the same site, should be

completed by August 3 I , 2008, at a cost of $611,000.

Big Bend Acres Tank (Mohave Water).

This 2.2 million gallon storage tank is being

built to increase storage capacity at Arizona-American's Water Plant 8. The added

capacity is needed to accommodate future growth and fire-fiow requirements. The tank

should be completed in August 2008, at a cost of $2.05 million.

Sierra Montana Tank (Agua Fria Water).

Distribution Svstem Improvements. Phase 2 (Agua Fria Water). This project began

in 2007 as a result of Arizona-Arnerican's 2004 Source-of-Supply Study, which

determined essential projects needed for groundwater distribution and storage

improvements before the 2010 completion of the White Tanks Plant. The components of

this project involve connecting an MWD well to the reservoir at Water Plant 8, adding a

water line to serve the Cool Well subdivision, and eliminating a pipeline bottleneck at

Bell and Reems Roads. This bottleneck consisted of a la" pipe connecting two l6"
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pipes, which severely restricted distribution of water from north to south. The project is

being constructed in partnership with a City of Surprise roadway project, thus reducing

costs to our customers. The three components of this project should be completed in

October 2008 at a total cost of $1.19 million.

!

| l6 i

TUBAC ARSENIC-TREATMENT FACILITY

IS ARSENIC TREATMENT REQUIRED IN THE TUBAC WATER DISTRICT?

Yes. As discussed by Mr. Cole, the U. S. Environmental Protection Agency has denied

our request for a three-year exemption and now Arizona-American must construct an

arsenic-treatment facility for its Tubac Water customers in order to comply with the new

federal arsenic standards.

11 fQ. HOW WILL ARIZONA-AMERICAN TREAT ARSENIC IN TUBAC?

In 2004, Arizona-American designed a treatment project to comply with the new EPA

Arsenic Rule. This project was opposed by citizens, primarily due to the impact on water

rates and the project location. Since that time, the Company has investigated a number of

options, including point-of-use treatment in homes, and partnering with developers

needing additional storage and pumping capacity. The current plan is to partner with the

developer of Tubac Marketplace, a commercial project in the downtown area.

18 Q. HOW DOES PARTNERING WITH THE TUBAC MARKETPLACE

DEVELOPER BENEFIT TUBAC WATER CUSTOMERS?

The pamership reduces the expected cost of the facilities by approximately $1 million.

The developer will provide the required site, storage, and pumping capacity; and

Arizona-American will provide the water-supply and arsenic-treatment facilities.

23
I
i Q. WHAT IS ARIZONA-AMERICAN'S REVISED ESTIMATE FOR ITS SHARE OF

THE TUBAC ARSENIC TREATMENT FACILITY?
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The present estimate is $2.3 million.

HOW DOES ARIZONA-AMERICAN PROPOSE TO RECOVER THE COST OF

THE TUBACARSENIC TREATMENT FACILITY?

4 A. Mr. Broderick discusses Arizona-American's proposal to recover the facility's cost

through an ACRM mechanism similar to that currently in effect in other districts.

6 iQ- WHAT IS THE SCHEDULE FOR CONSTRUCTING THE TUBAC ARSENIC

TREATMENT FACILITY?

Design will begin this summer (2008), with construction to begin in spring 2009 and

completed approximately one year later.

10

11 Q-

MOHAVE COUNTY COMPREHENSIVE PLANNING STUDY

WHAT IS THE MOHAVE COUNTY COMPREHENSIVE PLANNING STUDY?

This study was completed in 2007 and lays out a five-year plan for prioritized

improvements required to provide adequate water supply, storage, and pumping capacity

within the Bullhead City and Havasu service areas.

15 Q. WHAT IS ARIZONA-AMERICAN DOING TO IMPLEMENT THE STUDY'S

RECOMMENDATIONS?

In Bullhead City, site procurement is underway this year for one well, which should be

operational in 2009. Also, the Big Bend Acres 250,000-gallon storage tank will be

completed in August 2008. Future projects include additional wells, storage, and an

interconnection withBermuda Water. In the Havasu Water District, an interconnection

with the City of Lake Havasu will be completed this year. Future projects include

upgrades to Well No. 9, additional storage facilities, and SCADA improvements.



Arizona-American Water Company
Revised Direct Testimony of Joseph E. Gross
Docket Nos. W-0]303A-08-0227, SW-01303A-08-0227
Page 10 of 13

1 Vu

z SQ_

AGUA FRIA WATER SUPPLIES

IN DECISION no. 69914, DATED SEPTEMBER 27, 2007, THE COMMISSIUN

ORDERED THAT ARIZONA-AMERICAN TAKE SEVERAL ACTIONS

CONCERNING WATER SUPPLIES IN THE COMPANY'S AGUA FRIA

WATER DISTRICT. ARE YOU FAMILIAR WITH THAT DECISION?

Yes. The Commission ordered (page 30):

IT IS FURTHER ORDERED that Arizona-American Water Company

shall review its existing line extension agreements in the Agua Fria Water

District that require developers to drill new wells, in order to determine

whether it is feasible to amend those line extension agreements to reduce the

number of required wells, in cooperation with the parties to those line

extension agreements.

IT IS FURTHER ORDERED that, in conjunction with the review of line

extension agreements required by the previous Ordering Paragraph, Arizona-

American Water Company shall consider whether there exist less costly

alternatives for the utility and the developers to supply water for new

developments in order to minimize and otherwise supplant the number of new

wells that will need to be drilled in the Agua Fria District. In the course of this

review, Arizona-American Water Company shall consider a proposed 3.5 mile

contingency pipeline alternative in relation to the requirement for new wells to

be drilled in the southern portion of the Agua Fria District.

22 ;Q. HAS ARIZONA-AMERICAN EVALUATED WHETHER IT CAN REDUCE THE

"NUMBER OF NEW WELLS THAT WILL NEED TO BE DRILLED IN THE

AGUA FRIA DISTRICT"?

Yes. Completion of the White Tanks Plant will allow Arizona-American to treat its

11,093 acre-feet per year CAP water allotment and to supply this renewable water supply

to our Agua Fria customers. This will benefit existing and fixture customers by

substantially reducing the need for new wells in the district. As a result, developers will

now be required to only supply water to satisfy average-day demand for the development,
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1

2

3

4

5

6

rather thanmaximum-day demand. Changing from a maximum-day to average-day

demand requirement for RED Development's Prasada Mixed Use Gateway, located at

Cactus Road and the 303 Freeway, reduced the number of required wells 80m six to two.

Similarly, at Fulton Homes' Prasada Lakes Development, located on Cactus Road from

Penyville to Citrus, the changed demand requirement dropped the number of needed

wells from four to two.

7

8

9

10

Q- WHY ARE ANY NEW WELLS STILL REQUIRED?

Groundwater supplies will still be required to meet customer demands during the annual

scheduled outage of the Beardsley Canal, scheduled outages of the White Tanks Plant,

and any unscheduled outages of the Canal, Plant, or associated facilities.

in

13

14

15

Q- HAS ARIZONA-AMERICAN CONSIDERED THE 3.5-MILE CONTINGENCY

PIPELINE ALTERNATIVE DISCUSSED BY THE COMMISSION?

Yes. The 3.5-mile pipeline was considered as a possible contingency if the White Tanks

Plant could not be constructed in a timely manner. Now that Plant construction is

undenvay, there is no need for that contingency pipeline.

1 6

1 7

18

1 9

2 0

21

2 2

2 3

VIII AGUA FRIA DISTRICT PROJECTED GROWTH

Q- TO SUPPORT ITS EARLIER REQUEST TO INCREASE WATER HOOK-UP

FEES IN ITS AGUA FRIA WATER DISTRICT, ARIZONA-AMERICAN

INCLUDED A FORECAST OF CUSTOMER GROWTH, NEW WATER-SUPPLY

PROJECT COSTS, AND HOOK-UP FEE REVENUES. ARE YOU FAMILIAR

WITH TI1AT FORECAST?

A.

A.

A.

Yes. This projection was provided to the Commission in Docket No. W-01303A-05-

0718, the docket that culminated in Decision No. 69914, dated September 27, 2007.
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Arizona-American used this projection to support its request for an increased hook-up

fee.

3 Q. IS THIS CUSTOMER GROWTH PROJECTION STILL ACCURATE?

No. Because of the current read-estate slow-down, Arizona-American evaluated the

impact of the current housing-market decline on projectedproceeds from hook-up fees

required to finance the White Tanks Plant and other improvements in the district.

WHAT IS THE UPDATED (LOWER) CUSTOMER-GROWTH FORECAST FOR

THE AGUA FRIA WATER DISTRICT AS A RESULT OF THE REAL ESTATE

SLOW-DOWN?

The new customer-growth forecast follows:

Year 2008

Customers 1447

2009

1564

2010

1848

201 l

2330

2012

2601

2013

2630

However, it is important to note that not all these customers will be subject to the

increased water-facilities hook-up fee. Many of the customers that will be added to the

system will be grandfathered, primarily because the associated on-site facilities were

completed before the effective date of the new tariff

15 Q. WHAT IS THE UPDATED FORECAST OF CUSTOMERS THAT WILL

ACTUALLY BE SUBJECT TO THE INCREASED HOOK-UP FEE?

The forecast of new customers that will actually be subject to the increased hook-up fee

fol lows:

Year 2008

Customers 134

2009

615

2010

764

201 l

1030

2012

1031

2013

2180

7

Mr. Broderick's Exhibit TMB-4 uses this lower forecast to project the proceeds that will

be available to fund the White Tanks Plant and for other purposes.
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1 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes and I look forward to working with Commission Staff engineers as they prepare for

and conduct their field audit of the projects I discussed herein.

5
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I EXECUTIVE SUMMARY

Mr. Gross testifies as follows:

l
2
3
4
5
6
7
8
9

10

Arizona-American's White Tanks Water Treatment has been under construction for over one
year and is on schedule to be in service by December 2009, at a total project cost of
approximately $62 million. Because of the current economy, customer growth has continued to
slow. Arizona-American now projects the following number of additional customers will be
subject to the Agua Fria Water District Hook-Up fee:

Year
Customers

2008
48

2009
98

2010
154

2011
293

2012
545

2013
645

Staff witness Dorothy Hains proposes disallowance of one absorber vessel at each of three of
Arizona-American's arsenic-treatment plants, Agua Fria Water Plant No. 5, Havasu Water Plant
No. 4, and Sun City West Water Plant No. 2. This would be improper. Without these absorber
vessels, the plants could not treat the 1i1ll output of the associated wells, which would jeopardize
the water supplies in these districts.

The 2.2 million gallon Sierra Montana Reservoir was placed in service as post-test-year plant on
December 8, 2008, at a cost of $1 ,794,728.

The Agua Fria Phase 2 distribution system improvements project was placed into service as post-
test-year plant on October 6, 2008 at a cost of $l,389,895.

The .25 million gallon Big Bend Acres Reservoir was placed into service on November 26, 2008,
at a cost of $643,127.

Arizona-American is currently designing an arsenic treatment facility at Water Plant No. 5,
which should be in service by summer 2010. This facility is required to comply with the EPA
revised arsenic standards of 10 parts per billion, issued in January 2001 . Mr. Magnlder's
interpretation of the EPA standards is incorrect. Arizona-American is no longer planning on
receiving developer funds toward the project. The arsenic facility project has been reduced in
scope and designed to fit within the existing walls of Tubac Water Plant #5,

1 l
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

At the Mohave Wastewater Wishing Well Treatment Plant, new plant construction entered
service in summer 2008 at a cost of $4,276,039. A portion of the new construction was to
replace or upgrade existing plant components, with a portion designed to increase plant capacity.
The decision to increase the plant capacity was based on daily flows exceeding existing capacity
and significant requests for capacity assurance letters. These additional requests far exceeded
existing capacity. The decision was also consistent with ADEQ and Commission standards. The
decision to upgrade and expand the Wishing Well Plant was prudent.

Phase pa of the Paradise Valley Fire Flow project was placed in service on August 14, 2008 at a
cost of $1 ,502,882. This project installed a 24" waterline in McDonald Drive from Miller Road
to Scottsdale Road. Charges for planning and design remain for the suspended Phase Cb of that
project in the amount of $514,223,23. Phase Cb was to construct a 16" waterline in Lincoln
Drive and an 8" waterline in Tatum Boulevard, but was cancelled just prior to construction.
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II1

2.

3

4

Q-

INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME, ADDRESS, AND TELEPHONE NUMBER.

My name is Joseph E. Gross. Mybusiness address is 19820 N. 7th Street, Suite 201 ,

Phoenix, Arizona 85024, and my telephone number is 623-445-2401 .

Q- ARE YOU THE SAME JOSEPH E. GROSS WHO PREVIOUSLY SUBMITTED

DIRECT TESTIMONY IN THIS DOCKET?

5

6

7 A. Yes.

8

9

10

Q- WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

First, I will report on the status of the White Tanks Water Treatment Plant. Second, I will

respond to Staff and intervener testimony concerning certain water and wanewater

facilities. Third, I will provide the status of several other projects that I discussed in my

direct testimony.

III WHITE TANKS WATER TREATMENT PLANT

WHAT IS THE STATUS OF THE WHITE TANKS WATER TREATMENT

1 3

1 4

15

1 6

1 7

18

1 9

2 0

21

2 2

2 3

2 4

Q.

PLANT?

The White Tanks Water Treatment Plant has been under construction for over one year

and is on schedule to be in service by December 2009, at a total project cost of

approximately $62 million. Through December 2008, over $30 million has been paid to

Garvey Construction, the construction contractor. Maricopa Water District is

constructing the water-supply inMe on the Beardsley Canal, which should be completed

by spring 2009. In the late spring of 2009, Arizona-American will begin construction of

the $2.5 million water-transmission main to connect the White Tanks Plant to Arizona-

American's existing transmission system. Construction of the transmission main should

be completed by fall 2009, in time for star-up of the White Tanks Plant.

A .

A.

A.

4
i n
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l Q- HOW DOES THIS PROJECT FACILITATE THE TRANSITION TO

2 RENEWABLE AND SUSTAINABLE SURFACE WATER?

3 A.

4

5

6

7

8

9

Over the years, ground water levels have been declining in the West Valley. Previous

regional studies recommended the construction of a regional surface water treatment

facility, which is under construction by Arizona-American. Upon completion, the White

Tanks Plant will immediately reduce the withdrawal of ground water by up to 13.5

million gallons per day (mud). Arizona-American plans to utilize the capacity of the

plant to meet a portion of the base-load demand in the service area and will continue to

utilize existing wells to assist in meeting that base load, and for peaking during summer

10 months.

11 Q- HOW WILL THIS HELP YOUR EXISTING CUSTOMERS?

12 A.

13

14

15

16

17

18

As the water table has dropped, Arizona-American has experienced declining water

quality and increasing well rehabilitation and pumping costs. New wells in this area

almost always require expensive arsenic-treatment facilities to comply with federal water

quality standards. Even without adding new customers, groundwater levels would

continue to drop as the current demand on the aquifer outstrips groundwater

replenishment. This project is necessary to insure our current customers in the Agua Fria

Water District have a reliable, sustainable source of potable water, now and into the

19 future .

20

21

22

Q. AS PART OF YOUR DIRECT TESTIMONY, YOU PROVIDED A CUSTOMER

GROWTH FORECAST FOR ARIZONA-AMERICAN'S AGUA FRIA WATER

DISTRICT. CAN YOU PROVIDE AN UPDATED FORECAST?

I
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1

2

3

Yes. Our current growth projections are much lower, due to the deteriorating economy,

and are shown below. As stated in my direct testimony, not all these customers are

subject to the increased water facilities hook-up fee.

4

5

Year

Customers

2008 2009 2010 z011

539 455 594 720

2012

986

2013

1014

6

7

8

9

10

11

Q- IN YOUR DIRECT TESTIMONY, YOU ALSO DISCUSSED A HOOK-UP FEE

FORECAST THAT USES YOUR CUSTOMER GROWTH FORECAST AS AN

INPUT. WILL ARIZONA-AMERICAN BE UPDATING THAT FORECAST?

Yes. Mr. Broderick is providing a revised hook-up fee forecast as part of his Rebuttal

Testimony. His forecast is based upon the number of customers actually subject to the

increased hook-up fee, as shown below.

12

13

Year

Customers

2009 2010 2011 20122008

48 98 154 293 545

2013

645

IV14

15

16

17

18

1 9

2 0

21

2 2

23

Q~

RESPONSE TO COMMISSION STAFF

A AGUA FRIA WATER PLANT NO. 5

COMMISSICN STAFF WITNESS DOROTHY HAINS C0NTENDSTHAT THE

ARSENIC TREATMENT PLANT AT AGUA FRIA WATER PLANT no. 5 ONLY

REQUIRES THREE 11-FOOT DIAMETER ADSORBER VESSELS, RATHER

THAN THE FOUR THAT WERE INSTALLED. AS A RESULT, STAFF

RECOMMENDS A DISALLOWANCE OF THE COST OF ONE VESSEL. IS

THIS PROPER?

No. The system was designed to treat the combined flows firm Wells 5.1 and 5.2 (l ,400

rpm) using either of the following two modes of operation:

I

A.

A.

A.

in
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All four vessels could operate in single-stage or parallel mode at a manufacturer's

recommended surface loading rate of 5 rpm/sf, or

The vessels could operate in two-vessel pairs in a series or lead/lag mode at a

manufacturer's recommended surface loading rate of 8 rpm/sf.

HOW DOES ARIZONA-AMERICAN OPERATE THE ARSENIC TREATMENT

FACILITIES AT AGUA FRIA WATER PLANT no. 5?

Arizona-American operates the arsenic-treatment plant in lead/lag mode, because it

results in more efficient usage of the adsorptive-iron media, and therefore a lower life-

cycle cost and smaller rate impact. However, in either mode, the system must be capable

of operating with one vessel out of service for an extended time because periodic

replacement of the adsorptive iron media is required. Thismedia change-out process

takes several days to complete. With the vessels operating in single-stage mode with one

unit out of service, the system has a reliable treatment capacity of l ,425 rpm. With the

system operating in the lead/lag mode, the system has a nominal rated capacity of 1,235

rpm, assuming that the train with the vessel out of service would operate at 5 rpm/sf and

the other train would operate at 8 rpm/sf During such periods, the system could either

revert to single-stage treatment to achieve full plant capacity, or a small percentageof the

raw water could be by-passed and blended with effluent from the ATP.

Q- WHAT WOULD HAPPEN IF THE ARSENIC TREATMENT FACILITIES

CONTAINED ONLY THREE VESSELS AS RECOMMENDED BY STAFF?

If only three vessels were provided as Staff suggests, treatment capacity would be limited

to a maximum of 950 rpm with one vessel out of service for required repair or media

replacement. Because of the high concentration of arsenic in the raw water from the two

wells feeding the treatment facility, 950 rpm would be insufficient to treat the 1400 rpm

capacity of Wells No. 5.1 and 5,2. Four vessels are required for reliable capacity to fully

2.

1.
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1

2

3

4

5

6

treat the well water during media replacement or required repairs. In addition, ADEQ

Bulletin 10, Guidelines for the Construction of Water Systems, states "With one unit or

item out of service, the remaining units or items shall meet the design capacity of the

plant." However, if Agua Fria Water Plant #5 had only three vessels, as Staff suggests,

and one was out of service for maintenance or repairs, the plant could not meet capacity

requirements for its service area.

7

8

9

10

Q-

B AGUA FRIA SIERRA MONTANA RESERVOIR

WHAT IS THE STATUS OF AGUA FRIA'S SIERRA MONTANA RESERVOIR?

The 2.2 million gallon Sierra Montana Reservoir was placed in service as cm-test-year

plant on December 8, 2008, at a cost of $1 ,794,728.

Q-

C AGUA FRIA DISTRIBUTION SYSTEM IMPROVEMENTS. PHASE 2

WHAT IS THE STATUS OF AGUA FRIA DISTRIBUTION SYSTEM

1 1

12

13

14

15

A.

IMPROVEMENTS, PHASE 2?

This project was placed into service as post-test-year plant on October 6, 2008, at a cost

of$l,389,895.

D

1
I

16

17

18

19

20

21

22

23

Q.

A.

HAVASU WATER PLANT no. 4

COMMISSION STAFF WITNESS DOROTHY HAINS CONTENDS THAT THE

ARSENIC TREATMENT PLANT AT LAKE HAVASU CITY WATER PLANT

NO. 4 ONLY REQUIRES TWO 9-FOOT DIAMETER ADSORBER VESSELS OR

ONE 14-FOOT DIAMETER VESSEL, RATHER THAN THE TWO 14-FOOT

DIAMETER VESSELS THAT WERE INSTALLED. AS A RESULT, STAFF

RECOMMENDS A DISALLOWANCE OF THE COST OF ONE VESSEL. IS

THIS PROPER?
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A. No. Staff is correct that the system is required to treat a combined total of 600 rpm from

Wells 8 and 9, but Staff is wrong that the plant could operate with less than two 14-foot

diameter vessels. The system was designed for two modes of operation:

l. Both vessels could operate in single-stage or parallel mode at a manufacturer's

recommended surface loading rate of 5 rpm/sf, or

2. The two vessels could operate in a series or lead/lag mode at a manufacturer's

recommended surface loading rate of 8 rpm/sf.

Q. HOW DOES ARIZONA-AMERICAN OPERATE THE ARSENIC TREATMENT

FACILITIES AT LAKE HAVASU CITY PLANT no. 4? .

1

2

3

4

5

6

7

8

9

10

13

14

15

A. Arizona-American operates the arsenic-treatment plant in lead/lag mode, because it

results in more efficient usage of the adsorptive-iron media, and therefore a lower life-

cycle cost and smaller rate impact. However, in either mode, the system must be capable

of operating with one vessel out of service for an extended time because periodic

replacement of the adsorptive iron media is required. This media change-out process

takes several days to complete.

Q. WHAT WOULD HAPPEN IF THE ARSENIC TREATMENT FACILITIES HAD

BEEN CONSTRUCTED AS RECOMMENDED BY STAFF?

16

17

18

19

20

21

22

23

A. I f only one 14-foot diameter vessel were provided as suggested by Staff for Lake Havasu

City Water Plant No. 4, there would be no arsenic treatment at all when the vessel is out

of service for extended periods (multiple days) during media change-outs or equipment

repair. Similarly, if two 9-foot diameter vessels had been installed, reliable treatment

capacity (one vessel out of service) would be limited to only 320 rpm, 280 rpm less than

required to treat the output of Wells No. 8 and 9.

24

25

With one unit out of service, i.e., single-vessel operation, the existing system has a

reliable rated treatment capacity of 770 rpm. Although this slightly exceeds the rated
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1

2

3

4

5

6

7

8

capacity of the existing wells, no smaller standard pressure vessel size (12 feet or

smaller) is available to meet the combined capacity of Wells 8 and 9 with one of the two

vessels out of service. Therefore, the installed system provides the most cost-effective

size and configuration available to reliably meet the arsenic treatment needs for this

facility. In September 2007, a rupture of one vessel's under drain system occurred,

rendering that vessel out of service for two weeks. Without the redundancy provided by

the second vessel, Arizona-American would most likely have received a Notice of

Violation from ADEQ for violating the Federal arsenic standard.

9

10 Q-

E MOHAVE WATER DESERT FOOTHILLS WELL no. 1

WHAT IS THE STATUS OF THE PLANNED MOHAVE WATER DESERT

FOOTHILLS WELL no. 1?

Please refer to Mr, Sick's testimony.

1 3

1 4

1 5

1 6

1 7

Q.

F MOHAVE WATER BIG BEND ACRES RESERVOIR

WHAT IS THE STATUS OF THE POST-TEST-YEAR MOHAVE WATER BIG

BEND ACRES RESERVOIR?

The .25 million gallon Big Bend Acres Reservoir was placed into service onNovember

26, 2008, at a cost of $643,127.

18

19

20

21

22

23

2 4

Q.

A.

A.

G SUN CITY WEST WATER PLANT no. 2

COMMISSION STAFF WITNESS DOROTHY HAINS CONTENDS THAT THE

ARSENIC TREATMENT PLANT AT SUN CITY WEST WATER PLANT NO. z

ONLY REQUIRES THREE 12-FOOT DIAMETER ADSORBER VESSELS,

RATHER THAN THE FOUR 12-FOOT DIAMETER VESSELS THATWERE

INSTALLED. AS A RESULT, STAFF RECOMMENDS A DISALLOWANCE OF

THE COST OF ONE VESSEL IS THIS PROPER?
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1

2

3

4

No. First, the system was designed to treat a combined capacity of 1,790 rpm from

Wells 2.4 and 2.5, which is slightly greater than the 1,760 rpm value referenced in Staffs

comments, Second, the system was designed for two modes of operation:

1. All four vessels could operate in single-stage or parallel mode at a manufacturer's

recommended surface loading rate of 5 rpm/sf, or

2. The vessels could operate in two-vessel pairs in a series or lead/Iag mode at a

recommended surface loading rate of 8 rpm/sf

Q- HOW DOES ARIZDNA-AMERICAN UPERATE THE ARSENIC TREATMENT

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A.

A.

FACILITIES AT SUN CITY WEST WATER PLANT NO.2?

Arizona-American operates the arsenic-treatment plant in lead/lag mode, because it

results in more efficient usage of the adsorptive-iron media, and therefore a lower life-

cycle cost and smaller rate impact. However, in either mode, the system must be capable

of operating with one vessel out of seMce for an extended time because periodic

replacement of the adsorptive iron media is required. This media change-out process

takesseveral days to complete. With the vessels operating in single-stage mode with one

unit out of service, the system has a reliable treatment capacity of approximately 1,700

rpm. With the system operating in the lead/lag mode, capacity would be reduced to

1,470 rpm, because the train with the vessel out of service would operate at 5 rpm/sf and

the complete lead/lag train would operate at 8 rpm/sf Since the combined capacity of

the two wells exceeds both of these ratings, a percentage of the raw water must be by-

passed and blended with effluent from the arsenic-treatment plant in order to allow the

wells to operate at their maximum rated capacities and not exceed the manufacturer's

loading rate recommendations. Wide by~passing about 20 percent of the raw water flow,

the system can still achieve the target finished water arsenic concentration of 8 ppb with

one vessel out of service for media replacement.
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Q . W H A T  W O U L D  H A P P E N  I F  T H E  A R S E N I C  T R E A T M E N T  F A C I L I T I E S

C O N T A I N E D O N L Y T H R EE VESSEL S A S R EC O M M EN D ED  B Y ST A F F ?

If only three vessels were provided as suggested by Staff, the capacity for arsenic

removal would be limited to a maximum of 1,130 rpm during periods when one vessel

was out of service. Under such a scenario, the production capacity from Wells 2.4 and/or

2.5 would have to be reduced by about 375 rpm (0.5 MGD) to ensure that the arsenic

concentration in the blended water exiting the ATP remained reliably below the M C L .

However, these wells are relied upon as part of a MCESD-approved blending plan to

control the concentration of nitrate and fluoride from the other three wells that combine at

the site. Therefore, if the output from Wells 2.4 and 2.5 was reduced, a corresponding

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

capacity reductigrin. 80m the other wells would also be necessary, which would prevent

the Sun City*Water TreatmentPlant No. 2 from being able to meet system demands on a

reliable basis.

1 4

15

1 6

There are no alternative configurations of vessel sizes or number of units that would more

cost-e1Tectively provide the reliable capacity required for the wells that must be treated at

this facility.

17

18

19

20

21

22

Q-

H TUBAC WATER PLANT no. s

WHAT IS THE STATUS OF THE PLANNED ARSENIC TREATMENT

FACILITIES AT THE TUBAC WATER PLANT NO. 5

Arizona-American is currently designing an arsenic treatment facility at Water Plant No.

5, which should be in service by summer 2010. This facility is required to comply with

the EPA revised arsenic standards of 10 parts per billion, issued in January 200] .

23

24

HAVE YOU READ MR. MAGRUDER'S DIRECT TESTIMONY?Q-

A .

A .

A .

Yes.
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1

2

3

4

5

Q.

A.

ARE THE ARSENIC LEVELS IN TUBAC WELLS DECLINING?

No. Arsenic readings in Tubac Well #4 have actually increased to 41 parts per billion

(ppb), which is why EPA denied the company's request for a three-year exemption. Mr.

Magruder's numbers are based upon the system's running annual average, while EPA's

final mle requiring 10 ppb is based upon the running annual average at each well.

Q. HAS THE TREATMENT PLANT DESIGN BEEN PRESENTED TO LOCAL6

7

8

9

10

A.

RATEPAYERS?

No. Arizona American is working diligently to reduce the scope of the project in order to

lessen the impact on ratepayers. Once the amended design is completed, it will be

described to interested ratepayers. A 60% design was available to the attendees at the

community meeting in Tubac, held last fall.

Q- IS THE TUBAC ARSENIC REMOVAL FACILITY INCLUDED IN THE TEST

YEAR FOR THIS CASE?

1 2

1 3

1 4

1 5

A. No. The project is scheduled to be completed in the spring of 2010. Mr. Broderick

discusses this topic.

Q. WILL A DEVELOPER CONTRIBUTE APPROXIMATELY $1 MILLION TO

THE FACILITY?

1

16

17

18

19

20

21

22

23

24

A. No. Initial discussions with the developer of Tubac Marketplace in early 2008 involving

this project envisioned a storage reservoir and a booster pump station, which would

provide Water service meeting arsenic standards and fire-flow protection to that

development. The developer was also to provide land for those facilities. The developer

subsequently decided to provide storage for fire flow protection within the development.

with current economic conditions, Arizona American is unsure of the developer's time

line or intent to proceed with Tubac Marketplace. Therefore, the planned arsenic facility
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1

2

3

4

has been reduced in scope and designed to fit within the existing walls of Tubac Water

Plant #5. This scope reduction will allow the project to proceed in a timely manner, not

dependent upon further negotiations with the developer, to comply with federal arsenic

standards as soon as possible.

5

6

7

8

9

V

Q-

MOHAVE WASTEWATER TREATMENT PLANT CONSTRUCTION

WHAT IS THE STATUS OF THE MOHAVE WASTEWATER TREATMENT

PLANT CONSTRUCTION?

As noted by Staff, the new plant construction entered service in summer 2008 at a cost of

$4,276,039.

Q. WHY WAS THE CONSTRUCTION NEEDED?1 0

l l

1 2

13

1 4

15

1 6

1 7

18

1 9

2 0

2 1

A. The Wishing Well Wastewater Treatment Plant was built many years ago by Sorenson

Utilities. Sorenson Utilities was acquired by Citizens Utilities in March 1999. Then, in

2001 Arizona-American acquired Citizens Utilities' Arizona water and wastewater assets.

By 2005, it became obvious to Arizona American that the Wishing Well Plant needed to

be upgraded for two reasons. First, several of the plant's components needed to be

replaced. Although the Wishing Well Plant was permitted by ADEQ at 0.500 mud, the

design capacity was only 0.250 mud, and the operational capacity was approximately

0.200 mud, due to degraded plant components. To restore the design capacity, many

plant componentsneededto be replaced. Second, the plant needed to be expanded to the

permitted capacity of 0.500 mud to serve customer growth, which was projected at that

time to be substantial.

22

23

24

Q- WHAT WAS DONE TO IMPROVE PLANT CAPACITY?

Arizona-American hired a consulting engineer to perform an evaluation of the existing

plant, and prepare a design report to determine the most cost effective upgrades to meet

5

A.

A.
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the permit requirements of 0.500 mud. It was determined that the aeration basin, filters

and chlorine contact basin could already treat 0.500 mud. However, the clarifier and

sludge holding tank were undersized. Therefore, the final design included improvements

to current plant operations, as well as capacity expansion. Plant improvements are listed

below:

1. New clarifiers were designed to treat up to 0.500 rngd, and the existing undersized

clarifier was converted to provide additional sludge holding volume.

2. The blowers were upgraded. Existing blowers were aged and provided no

1

2

3

4

5

6

7

8

9

10

13

14

15

16

17

18

19

20

21

5.

redundancy,

The aeration system was upgraded. The existing system was aged and had many

leaks in the air piping.

A screwpress was added to reduce the high operational costs of hauling liquid sludge.

Operational savings in sludge hauling was projected to pay for the cost of the new

screwpress within three years;

New headwords were constnlcted, which included a microstrainer and grit chamber.

This replaces the extremely inefficient bar screen basket at the head of the existing

aeration basin. This new headwords significantly reduces grit and debris

accumulation in the aeration basins, which had decreased plant capacity to under

0.200 mud.

Existing customers are currently benefitting from the improved efficiency and reduced

O&M come of the completed plant.

22

23

24

Q, PLEASE PROVIDE A BREAKOUT OF COSTS FOR PLANT IMPROVEMENTS

AND PLANT EXPANSION.

Please see the table below:

b

I

u

A.

4.

3.



Plant
Expansion

Plant
Improvement

NARUC
Acct # Total Cost(s)Description

354
Structure &

Improvement $ 976,643.00 $ 627,108.29 $ 349,535.33

355

Power
Generation
Equipment $ 186,696.08 $ 163,146.65 $ 23,549.43

361
Sewer

Collection $ 146,946.40 $ 73,473.20 $ 73,473,20

364
Flow Meter

Device $ 18,487.70 $ 15,964.06 $ 2,520.64

371
Pumping

Equipment $ 6,611.73 $ 3 ,305.86 $ 3,305.86

380
Treatment &

Disposal Equip $ 2,819,517.15 $1,922,609.24 $ 896,907.91

396
Communication

Equipment $ 110,425.89 $ 55,212.94 $ 55,212.94

397
Misc

Equipment $ 10,713.43 $ 10,713.43 $

s 1,404,505.34s 4,276,039.00 $2,871,533.66Total(s)
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l

2

3

4

Q.

A.

WHAT O&M SAVINGS RESULT FROM THE IMPROVED PLANT?

Please refer to Mr. Stuck's testimony. These savings have also been reflected in the

calculation of the revenue increase for Mohave Wastewater Treatment Plant by Company

witness Ms. Sheryl Hubbard.

5

6

7

8

9

10

Q- WHY WAS IT NECESSARY TO RESTORE THE WISHING WELL PLANT'S

CAPACITY TO 0.250 MGD?

More than half the months of 2007 and 2008 had peak days of over 0.200 mud, with

some months reaching 0.250 mud. To temporarily address this situation, Arizona-

American brought a portable tank onsite to allow treatment when flows exceeded plant

capacity. This temporary fix was required to avoid a Notice of Violation from ADEQ.

Since peak flows from existing customers were exceeding plant capacity, and many of

4

A.

an



PROJECTED YEARLY CROWTH & WWTP FLOW

New Connections per Year

GallonslDay/Connection

Total Active Corrections

132 (`06)

168

1,189

143

168

1,332

156

168

1,488

200

168

1,689

162

168

1,851

121

168

1,912

783

I ,972

WWTP Flow GPI) z00,000 224,121 250,362 284,071 311,320 33I,707 331,101

Q107 2007 zoos 2009 z010 2011 Total
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1

2

the plant's components had deteriorated, upgrades to serve existing customers were

urgently needed.

Q- WHY DID ARIZONA-AMERICAN BELIEVE THAT TREATMENT CAPACITY

NEEDED TO BE EXPANDED TO 0.5 MGD AT THE WISHING WELL

3

4

5

6

7

8

9

1 0

11

1 2

13

A.

TREATMENT PLANT?

In 2005, Arizona-American began receiving numerous requests from developers for

ADEQ Capacity Assurance Letters to ensure that their developments would have

wastewater treatment capacity at the plant. However, based on continuing high growth

rates in Mohave County, Arizona-Arnerican did not believe that the existing Wishing

Well Plant design capacity would be able to satisfy the expected growth, especially given

the time required for design, procuring equipment, and construction of an expansion.

Projections in 2005 showed that the existing plant's capacity would be exhausted by

2008.

14

15

16

17

This projection was validated by peak flows in September, November, and December

2008, which have exceeded 0.250 mud. Page 4 of Exhibit DMH-7 to Ms. Hain's

testimony shows more recent growth projections, which also indicate that the plant's

actual capacity of .200 mud would be exceeded in 2008.

18

19

Arizona American subsequently signed ADEQ Capacity Assurance Forms for the

following developers:

in
\»
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Development Name
Greens at Los Lagos
Brett Canyon Estates
Desert Lakes Estates D,E
Everglade Estates
Mesa Vista
Patriot Estates
Sage Hill A & B
Twin Palm Estates
Stetson Ranch
Valley Springs Estates

Total Units

Total
Units
389
55

240
l54
l31
119
99

144
57

132
1520

Design
Flow (ADF, MGD)
0.072
0.013
0.040
0.039
0.024
0.030
0.037
0.036
0.011
0.025
0.317
0.134 <-- Average Daily Plant Flow
0.442 <-- Required Future Plant

Flow

l
2
3
4
5
6
7
8
9

10

12
13
14
15
16
17
18
19
20
21

ADEQ Permit Limit 0.50 mud
- existing plant capacity 0.20 mud
- expansion complete Aug 2008 to 0.50 mud

22

23

In 2007-2008, while the plant was under construction, development slowed, however, the

commitments to serve these developments remain in force today.

24

25

26

27

28

29

30

Q. COULD THE WISHING WELL PLANT EXPANSION HAVE BEEN SMALLER?

Even if it were possible to piecemeal plant expansion, it would not have been cost-

effective, or fair to ratepayers, to increase treatment plant capacity in small .050-. l00

mud increments, since frequent design and construction contracts would be necessary,

with the resulting high overhead, contractor mobilization costs, and disruption to ongoing

plant operations. The plant was already permitted for 0.5 MGD and Arizona-American

had committed to provide capacity for 0.442 MGD of customer needs.

3]

32

33 v A.

34

35

Q. WHAT IS THE CURRENT DEVELOPMENT ACTIVITY IN MOHAVE

COUNTY?

Recently, development in Mohave County has slowed considerably. However, there are

several active projects in the service area and there remains the potential for rapid growth

when market conditions become more favorable, because these projects are in an

1

A.

h
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advanced stage of development. The service area has the ultimate potential of developing

over 3,000 homes based on the active and proposed developments.

WHAT IS THE NORMAL PLANNING HORIZON FOR WASTEWATER

TREATMENT PLANTS?

There are commonly accepted industry standards for timing of design and construction of

wastewater treatment facilities. Arizona-American adheres to the standards quoted below

from the Maricopa County Environmental Services Division:

The rated capacity of a wastewater treatment plant is critical in determining when an
expansion of a plant is required. Two stipulations that are normally included in a
wastewater treatment plant's operatingpermit are based on the rated capacity of the
plant. Those stipulations are:

"By the time the average day maximum month flow to theFacility reaches eighty
percent (80%) of the Facility's rated capacity, the Owner shall have initiated
planning and design of the next expansion of the Facility."
"By the time the average day maximum month flow to the Facility reaches ninety
percent (90%) of the Facility's rated capacity, the Owner shall have initiated
construction of the next expansion of the Facility."

Besides being used in determining when an expansion of a facility is required, the
rated capacity is also used as a basis of design for determining peaking factors. Since
short term (instantaneous) influent flows may exceed the rated capacity of the facility,
peaking factors are used during the design process to determine if flow equalization
or additional equipment is required to handle the peak flows to the plant.

As mentioned above, the actual capacity of the Wishing Well plant was approximately

0.200 mud when decisions were made to move forward with this project. Since previous

flows had exceeded this capacity, and the total commitment to serve required 0.442 mud,

based on existing customers and developers' plans, the correct course was to implement

plant improvements and increase capacity immediately.

The Arizona Department of Environmental Quality has also issued guidance in ADEQ

Bulletin ll on the design of wastewater treatment facilities, which appears below:

3 iQ,

4
4
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CHAPTER VI - SEWAGE wsAn9r WORKS DESIGN CONSIDERATIONS
1

The treatment plan: should be designed co provide for the esciraared
population of IS to 25 years. In general, if the growth rate Ami inter-
est races are lov, a 20 co 25 year design period is recosaended. Wen
growth and incaras: races are high. a 10 to 15 year design period may
be more feasible.

2

2. Plan: Upgrading - Upgrading of sewage treatment works may be required
for several reasons including the fellovingz .

a .

b.

Meet more stringent effluent quality scanfiards.

Increase hydraulic and/or organic loading capacity.

c . Improve poor performance due no improper Islam: design and/or: opera-
tina. It is recommended :has the Engineer éefio utze following
aspects of :he existing facility.

3
4

1)
2)
3)
4)
s)

Efficiency of treatment
Normal operational and maintenance procedures
Condition of ssnxcwrn
Condition of Qquipusenc
Spa"fing pattern and operator skill

5

6

Based on ADEQ's standard, in a high growth area like Mohave County we were to use a

10-15-year planning requirement.

7 Q, HAS THE COMMISSION PROVIDED ANY GUIDANCE CONCERNING THE

8 APPROPRIATE PLANNING HORIZON FOR A WASTEWATER-PLANT

9 EXPANSION?

10 A.

11

12

Yes. I have attached as Exhibit JEG-Rl, page 12 of Commission Decision 70372 in

Docket Number Ws-0l 303A-06~0403, which concerned the capacity expansion of the

Northwest Valley Wastewater Treatment Plant. This decision states that a "five-year

13 is the generally accepted means for utilities to make wastewater

14

planning horizon ..

plant investment decisions."

15 Q- DID ARIZONA-AMERICAN COMPLY WITH A FIVE-YEAR PLANNING

16 HORIZON?

s
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1

2

3

Yes. Based on the commitments we made at the requests of developers, Arizona-

American planned the expansion to satisfy our treatment-capacity requirements within

five years of undertaking the project.

Q, WAS IT PRUDENT FOR ARIZONA-AMERICAN TO EXPAND THE WISHING4

5

6

7

8

9

10

A.

WELL TREATMENT PLANT TO 0.500 MGD?

Absolutely. Based on the information we knew at the time, Arizona-American had no

choice but to improve and expand the Wishing Well Plant. The actual plant capacity was

0.05 mud less that its design capacity of 0.250 mud. In tum, actual peak demands had

been exceeding the design capacity, which could not be allowed to continue. Finally, in

response to developer requests, we had committed to serve an additional 0.317 of future

demand within the Commission's five-year planning horizon, and well within ADEQ's

10-15-year planning horizon.

Q.

A PARADISE VALLEY WATER

WHAT IS THE STATUS OF THE PARADISE VALLEY FIRE FLOW

13

14

15

16

17

18

19

2 0

21

A.

PROJECT?

As reported by Staff; Phase pa of the Paradise Valley Fire Flow project was placed in

service on August 14, 2008 at a cost of $1 ,502,882. This project installed a 24" waterline

in McDonald Drive from Miller Road to Scottsdale Road. Charges for planning and

design remain for the suspended Phase 3b of that project in the amount of $514,223.23.

Phase Cb was to construct a l6" waterline in Lincoln Drive and an 8" waterline in Tatum

Boulevard, but was cancelled just prior to construction.

22

23

Q,

A,

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

A.

4
s
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1 Euseful prior to including it in the rate base of a regulated utility. In our consideration of whether the

2 endrc Northwest Plant expansion is used and useiial, reliance on RUCO's own stated position in the

3 Sun City West Wastewater case' provides support for Staff's position, based on StarT's engineering

4 analysis expertise, that the entire Norwest Plant is 100 percent used and useful. RUCO alleges in

5 this case that the admitted uncertainties in Staffs growth projections will lead to inequitable rates

6 under the rate base allocation treatment of the Northwest Plant, but RUCO has not offered alternative

7 projections or recommended any dtexnative percentage of the allocation. While projections are, by

8 their nature, uncertain, Staff' used a scicntiiicdly accepted mem&1od for projecting growth. A bare

9 declaration that the uncertainty inherent to growth projections will "almost ensure" inequitable and

10 unfair rates, is not suMcient to support excluding from rate base capacity that the Company pnderitly

l l built and that Staff and the Company advocate is necessary to meet the needs of the Northeast Agua

12 4: 1Fria service area. é ,
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17 Credible evidence was presented, in the form of Staffs engineering expertise and RUCO's position

18 - in the Sun City West Wastewater case, that the Northwest Plant expansion was prudent under

19 Commission rules, and that the capacity is used and useful. The weight of the evidence supports the

20 conclusion that 32 percent of the total capacity of the Northwest Plant has been built to serve

21 Anthem/Agua Fria Wastewater customers. Allocartion of 32 percent of the costs of the Northwest

22 Plant to the Anthem/Agua Fria Wastewater District as proposed by the Company and StaH is

23 therefore reasonable and appropriate, and will be adopted. Appropriate adjustments to accumulated

24 depreciation, operating expense, and depreciation expense are do necessary, as addressed in

25 discussion below. We will oder the Company to report the results of plant operations in the

26

27

28
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SORB 33® As Adsorption Curve - Series Flow
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SERIES FLOW CONFIGURATION

Unlike breakthrough curves for water softening resins or some other adsorbents, As will
continue to be adsorbed even after it exceeds the MCL. Softening resin breakthrough curves
breakthrough rapidly to the influent levels (within <1,000 Bv's on the above curve) leaving little
time to schedule media change-out, etc. However, in the illustration above, As continues to be
adsorbed from partially "spent" E33 media for over 50,000 Bv's after the 10 Ag/L breakthrough
point,

The advantage of an "extended adsorption" media like E33 is that its As capacity can be
increased in a lead/lag series flow configuration. Effluent water from the primary, or "lead",
column can contain as much as 15-25 pg/L As because this partially treated water is further
treated in a "lag", or polishing, column where the final As level is reduced to <3 Ag/L. The net
result of this flow configuration is an increase in the media's adsorption capacity of 15-50%. This
increase translates into a proportional reduction in operating easts. The second As Adsorption
curve below depicts
the ef fect  of  series
flow configuration .

v wth a l ag co lum n
receiving the lead
absorber's effluent
water, the treated
water now contains
less As (1 Ag/L) than
in the latter stages of
parallel treatment, If
the lead absorber
was in parallel
configuration and
taken off line at
98,000 Bv's, the E33
would have adsorbed
2.7 grams As per liter
(gel) of media. In the
series flow con-figuration, the media treats an additional 41,000 Bv's, adsorbing an additional
1.1 gel As until its effluent contains 19 pg/L As. The lag column removes the remainder of the
water's As producing a water quality below 2 Ag/L As. In this example, the E33 media treated
an additional 42% water volume and adsorbed an additional 41 % of the water's As.

V\hth the lead column out of service for media changeout, the lag column is operated in parallel
flow configuration until its effluent As level reaches 5 Ag/L and is then placed into lead position
with a lag column behind it.

AsR~Chem&BthruSeries.doc
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The alternative for utilities considering AA adsorption is the use of throwaway media, oper-
ated with or without pH adjustment. The savings in O&M requirements and residuals dis-
posal may offset the cost of periodically replacing the media. For this option, systems must
provide an equalization basin for backwash water (if applicable) and a staging area to store
spent media prior to disposal. Throwaway AA media is expected to not exceed any TCs,
enabling it to be disposed of in a municipal solid waste landfill (Wang et al., 2000). As an
added convenience to small systems, media suppliers may offer a media disposal service
with the purchase of their media.

Information on the design of an AA system can be found in Section 6, Sorption Process
Design Considerations. information on POU systems can be found in Section 8.1.1,
Adsoprtion Point-oji live Treatment.

2.3 .3 Iron Based Sorbents

Adsorption on 1]3S is an emerging treatment technique for arsenic. Examples of lBS prod-
ucts currently available with NSF 61 approval are shown in Table 2-4. The sorption process
has been described as chem sorption (Selvin et al., 2000), which is typically considered to
be irreversible. It can be applied in fixed bed pressure columns, similar to those for AA,
Due to limited performance research at the time the Arsenic Rule was promulgated, it was
not designated as a BAT or a SSCT by the USEPA.

Table 2-4. Examples of Iron Based Sorbents. 1

Product Name Material Type

Modified Iron

Iron/Sulthr

Granular Ferric Hydroxide

Iron Oxide

COIDPZDI'

GO ADI lntemational

SMI 111 SMI

GPH U.S. Filter/General Filter Products

Bayoxide E 38 Bayer AG

' Examples are taken lion Rube! 2003.

The few studies conducted with lBS media have revealed that the affinity oflthis media for
arsenic is strong under natural pH conditions, relative to AA. This feature allows lBS to
treat much higher bed volumes without the need for pH adjustment. However, similar to
AA, optimal lBS performance is obtained at lower pH values. T_he recommended operating
conditions include an EBCT off minutes and a hydraulic loading rate off rpm/sft.

Phosphate has been shown to compete aggressively with As(V) for adsorption sites. Each
0.5 mg/L increase in phosphate above 0.2 mg/L will reduce adsorption capacity by roughly
30% (Tumalo, 2002).

l

In previous studies, exhausted lBS media has not exceeded any TCs, enabling it to be dis-
posed of in a municipal solid waste landfill (MacPhee et al., 2001). As an added convey
niece to small systems, media suppliers may offer a media disposal service with the pur-
chase of their media.

,4/'senic 7?z'almenl 7E4cl1n01ng)- Eva/uulion I~landbook.fi1r Small S\a¢Ic'm.v 29

¢»



I

Table 6-1. Typical Sorption Treatment Design and Operating Parameters.

Parameter IX AA lBS Units

40-44 40-47 72-75 lbs/di

44
90% 1,2

36-60 2

50% 3

36-60 3

50%

32-40

*
ill

8-12 2
1.5-5

0.7-L3 2
t4

4-9 3
5 3

0.1 6

5

5-8
5-10
N/A
3.5

rpm/sil

min.

psVfi

psi

3-4 z

5.20 z

73

IO'
rpm/sit

min

6-10:

2-6

20 z

wt%

rpm/sfi

gaVcfl resin

Media Bulk Density

Minimum Column Layers

Freeboard

Media

OperatingConditions

Hydraulic Loading Rate

Empty Bed Contact Tme

Dovimfiow Pressule Drop 4

Ma>dmum Pressure Differential

Backwash Conditions

Backwashing Flow Rate

Backwashing Duration

Regene ration Conditions l

Strength
Downilow Rate

Regenerant Volume

Rinsing Conditions -_..

Slow Rinse Rate 0.4-4

Fast Rinse Rate 2-20

Displacement Requirements 4-6

' This will be very resin specific. Check with the resin manufacturer bette design.
z Ruben, 200la Drali.
J RubeL 200lb Draft.
* 111is depends on temperature, type of media, and hydraulic boding rate.
" For strong base anion exchange resin at 70°F and 10 rpm/sit.
" For AA at 'v rpm/sfi,
N/A _ Not Available.

rpm/sfi
rpm/sfl

bed volumes

6.5 Column Design

The vessels should be made from typical, well-known materials of construction such as carbon
steel or fiberglass and must be NSF approved. The vessels should have distribution and collector
systems that provide a uniform distribution of fluids during all phases of the operation. More detail
on these accessories is provided in Section 7. Also, it is advisable to install sight-glasses in order to
check resin levels.

Columns placed in series are referred to as a treatment train. The utility should evaluate the number
of parallel treatment trains based on the desired redundancy and state design standards. Figure 6-6
shows a commercially available multiple-column IX treatment train.

.4r.¢c»mc 7rc'annw11 7Z'»'l1nnlog)~' Evalnarion Handbag /hr Small Sw1en1.9
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Sorptive

Treatment

Pre-

Oxidation

Pre-
Oxidation

Despite the availability of several different types of sorptive treatment processes, the overall treat-
ment approach for each is similar. Pre-treatment can consist of oxidation, to convert As(IIl) to
As(V), and pre-filtration stages when turbidity is high, as well as optional pH adjustment and pre-
filtration backwash. Next, the water is fed through a column packed with sorptive media. Post-
treatment consists of an optional pH re-adjustment stage and some media have an option for regen-
erating the media. Typically, the entire process is carried out under pressure. Figure 6-1 shows a
typical sorption treatment process while Figure 6-2 shows the same flow diagram with the optional
media regeneration and pH adjustment and re-adjustment. Dashed lines and boxes indicate op-
tional streams and processes.

This section describes the design of sorptive processes, including AA, modified AA, lBS, and IX.
For reasons previously cited, the discussion about AA, modified-AA, and lBS are restricted to non-
regenerable applications. Conversely IX is most economically feasible when used in a regenerate
process.

6.1

Section 6
Sorption Process Design Considerations

Raw
Water

Figure 6-1. Sorption Treatment Process Flow Diagram w/o pH Adjustment and Regeneration.

- >

Oxidant

Process Flow

Raw
Water

>

Oxidant

--v

Acid --- I
I

{*A&8j=\ishil9iéi¥'..

Y

--->3 §->

| .
I

Pre-
t - - .
iF11ta'at1on

Backwash

Waste

*

l l l l

--->

l

I
I
I
I
I

l I I l n H l l

Treated
P Water

v
: Treated

Water

v
Backwash Waste

Waste (IX Only)
Rcgenerant
(IX Only)

Figure 6-2. Sorption Treatment Process Flow Diagram w/ pH Adjustment and Regeneration.
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Pre-filtration is strongly recommended when the source water turbidity is above 0.3 NTU. Sus-
pended solids in the feed water can clog sorption sites and impair process hydraulics. One preliltration
option for smaller systems is backwashable cartridge filters.

The performance of AA treatment is highly pH-sensitive. Treatment conducted under acidic condi-
tions (pH 5.5-6.0) can be expected to produce run lengths 5 to 20 times longer than treatment
conducted Linder natural pH conditions. As a result, in the decisions trees in Section 3, conven-
tional AA is only recommended over lBS when the pH is naturally low or the system is willing to
adjust the pH below 6.0. In most cases, pH adjustment will require chemical addition of a strong
acid, such as sulfuric (H2SO4) or hydrochloric (HCI) acid. Dose requirements depend on the back-
ground pH and buffering capacity of the water.

6.2 Column Rotation

§_grption processes are conducted us tw0 or more columns in series. The first column in the.
treatment prices _s_referred_to as the ro_\ighin_g.column, an<jlh__g@_s}8Q§g§ion_c_olumn is referredlo
as the guard co4i_m_n___l§1;equently, there_is an a_clditional column on standby. The roughing column
serves as thegrimary arsenic removal colum_n_..Th§_guard column is intended to capture arsenic
breakthrough as soon as it occurs from the roughing column

The columns are operated in this manner until arsenic breakthrough of the roughing column occurs,
which is detected by periodic grab samples. Breakthrough is generally defined as the time when the
effluent arsenic concentration is equal to 50% of the feed water arsenic level. However, this num-
ber can be adjusted after piloting or operation to optimize the economics of the process. At this
point_ adsorptive sites on the roughing column have become saturated and the column should be
taken off-line for media replacement or regeneration, after which it is placed in standby mode to
wait tr the next column rotation, The guard column is then promoted to the roughing column
position and the standby column becomes the guard column in the series. Figure 6-3 illustrates
how the columns' positions are rotated between roughing, guard, and standby operation modes.

The number of columns to be placed in series depends on the estimated lifetime of each column and
the desired monitoring and media change-out or regeneration frequency. IX processes operating
with sulfate in the feed may have a sulfate roughing column at the head of the operation to remove
sulfate before arsenic is removed by the arsenic roughing column.

Typically two parallel process trains are used. This provides operational redundancy and, by stag-
gering their operation, chromatographic peaking may be reduced.

.4r.senic' 7realnu'nl 7L*chnolog_v Ifvaluniinn Handbook.k». Small Systems 96
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Feed Water

Roughing
Column

Normal Operation Mode

Guard
Column

>
Distribution

System

Regeneration/Replacement Mode

Feed Water

V

Standby
Column

Roughing
Column

Waste K
>- Distribution

System
Regenerant or

Replacement

Media

Figure 6-3. Sorption Column Operation Modes.

6.3 SorptionTheory

To understand operation of sorption processes, it is important to understand fundamental ion ex-
change theory. An important consideration in sorption processes is the mass transfer zone (MTZ),
which can be viewed as a wave or a zone of activity (i.e., non-equilibrium between liquid and
media phases) for a particular contaminant. As depicted in Figure 6-4, the MTZ also represents the
front of the exhaustion zone for a particular contaminant. Exhaustion zones and MTZ waves are
typically considered for the target contaminant (i.e., arsenic) and any species that have a higher
exchange affinity for the media. Arsenic must compete with other anions for exchange sites ac-
cording to the selectivity sequence for the particular media (see Section 2). Previously sorted
arsenic can be displaced by anions of higher selectivity. Exhaustion and MTZs order themselves
according to the selectivity sequence, as illustrated in Figure 6-4. Other sorted contaminants, such
as carbonate (CO32.)and nitrate (NOT.), would be present further down from the As(V) MTZ.
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American
Water

(A copy of this letter has been sent to the attached list of Vendors.)

June 4. 2004

Re: Arizona American Water
Request for Proposal - Granular Iron Media Treatment SystemS

Dear Colleague:

In February 2002, the U.S. Environmental Protection Agency (EPA) adopted a
new standard of 10 Ag/L as the maximum contaminant level (MCL) for arsenic in
drinking water. American Water has been assisting Arizona American Water (AAW)
with the evaluation and selection of alternatives for each of its systems that are
impacted by the new MCL. As a result of these evaluations, AAW is planning to
construct arsenic removal facilities in a number of the communities it serves across
the State of Arizona. It was determined that granular iron-based adsorbent media
would be the most costeffective alterative for six (6) of AAW's systems that require
arsenic treatment. The purpose of this Request for Proposal (RFP) is to solicit firm
price proposals and equipment delivery schedule guarantees for granular iron media
treatment systems for each of these six facilities.

Enclosed as Attachment A is a memorandum outlining performance requirements
and design specifications for the granular iron media treatment systems for each
facility, AAW requests that your company submit a lump sum price proposal (one
original and three copies), including a guaranteed equipment delivery schedule, for
the proposed treatment systems by 3:00 PM local time on Wednesday, June
30, 2nn4. The proposals shall be addressed and sent to:

American Water

1025 Laurel Oak Road
Voorhees, NJ 08043
I s A

Mr. Timothy E Friday, P.E.
Arizona American Water
19820 N. 7th Street, Suite 201
Phoenix, AZ 85024
Phone: (623)445-2400

T +1 856 346 82o1
F +1 856 346 8372
I www.amwater.com

Faxed copies of the proposal will not be accepted.

I
I
I
I
I
I
I
I
I
I
I
I
I
I RW ERDUP

I
I
I
I
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ARIZONA AMERIOAN WATER
ARSENIC REMOVAL SYSTEMS

GRANULAR IROn MEDIA
DESIGN CONCEPT

rece ip t  o f  f i na l  d raw ing approva l .  There  sha l l  be  no res t r i c t i ons on the
use of  the electronic shop drawings by the OWNER.

O & M  M a n u a l s : T h e  g ra n u l a r  i r o n  m e d i a  sys t e m  su p p l i e r  sh a l l  p ro v i d e  t h e
O W N E R  w i t h  w r i t t en  ope ra t i ng  and  m a i n t enance  (O & M )  i ns t ruc t i ons  f o r  t he
system.

The O8¢M manual  shal l  be organized in a logical  manner wi th a detai led
table of contents and tab dividers to make information easy to locate.

Subm i t  t wo  (2 )  cop i es  o f  t he  d ra f t  O&M  m anua l  f o r  OW NER rev i ew  a t
least eight (8) weeks prior to del ivery of  the equipment.

Submit four (4) paper copies of the final approved O&M manual within 30
days of receipt of the OWNER'S com m en t s  on  t he  d ra f t . Final  O&M
manuals shall be bound In a heavy-duty three ring binder.  Each bound
copy of  the O&M manual  shal l  a lso include a CD wi th an elect ronic copy
(PDF form) of the entire O&M manual .

Instal lat ion Cert i f icates:  Af ter complet ion of  the system instal lat ion,  the granular
i ron media system supplier shal l  provide to the OWNER a complete signed report
verifying that the system has  been installed in conformance with t he  Cont rac t
Documents and t hat  noth ing in  the insta l la t ion w i l l render the maniac:lurer's
warranty null  or void.

1 .03 PROCESS DESIGN CRITERIA

A. The granular i ron media t reatment  systems shal l  be s ized to meet  the fo l lowing
design cri teria at  each system's respect ive maximum design f low rate:

Maximum Surface Loading Rate:

a.

b.

Series Operation Mode = 8 gpm/ft2

Parallel Operation Mode = 5 gpm/ft2

I
I
I
I
I
I
I
I
I
I
I
I
I

Minimum Empty Bed Contact 'Time Per Stage:

Series Operation Mode = 2.5 minutesa.

b.

System Design Summary

1.

Parallel Operation Mode -= 5 minutes

Table 2  p resen t s  a  sum m ary  o f the equipment sizing requ i rements  and
process configurations for each system. The process design cri teria
presented in the preceding sec t i on  sha l l  be  m e t  a t  t he  sys t em design
capacity.

Page 8 of 22

B.

c.

B .

2.

3.

1.

2 .

1.

June 4, 2004
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ARIZONA AMERICAN WATER
ARSENIC REMOVAL SYSTEMS

GRANULAR IRON MEDIA
DESIGN CONCEPT

2. P r o c e s s  p i p i n g  a n d  v a l v e s  s h a l l  b e  p r o v i d e d  t o  a l l o w  t h e  i n d i v i d u a l
vessels within a single train to operate in ei ther a series or paral lel  mode.

Process piping and valves shal l  a lso be provided/conf igured to al low any
o f  t h e  v e s s e l s  w i t h i n  a  s i n g l e  t r a i n  t o  b e  r e m o v e d  f r o m  s e r v i c e  f o r
repa i rs /main tenance or  media  rep lacement  wh i l e  t he  o ther  vesse l (s )  i n
that t rain remain in service.

Appendix B-1 through B-6 includes prel iminary process f low diagrams for
the proposed t reatment  faci l i t ies at  each s i te.  Appendix C-1 through C-6
i nduces  p re l i m i nary  s i t e  p l ans  f o r  each  f ac i l i t y .  Append i x  D -1  t h rough
D-6 inc ludes a pre l im inary process and inst rumentat ion d iagram (P&lD)
for each granular i ron media system,  including ident i f icat ion of  t ie-points
t h a t  r e p r e s e n t  t h e  i n t e r f a c e  b e t w e e n  v e n d o r - s u p p l i e d  a n d  O W N E R -
suppl ied system piping.

System Design Parameter

Table 2
Granular I ron Media

Prel iminary System Sizing Requirements

M W  S y s t e m

A F L H C
W P 5 W P  4

A F
W P 1

A F
W P  2

sew
WP 2

T B C
WP 1

Current  Design Capaci ty  (rpm)

Future Design Capaci ty (rpm)

Peak Capaci tyNesseI  (gpm)1

By-pass Capaci ty (9Pm)2

Current  No.  of  Trains

Current  No.  of  Vessels/Train

Current  No.  of  Vessels

Future No.  of  Trains

Future No. of  Vessels/Train

Future No.  of  Vessels

3,600
3,600
1 ,200
1 ,200

3
2
6
3
2

6
1 4

2,400
3,600
1 ,200
1 ,200

2
2
4
3
2

6
14

1 , 400 6 0 0

1, 400 1 , 1 0 0

7 0 0 1 , 1 0 0

8 0 0 3 0 0

2 1

2 2

4 2

2 1

2 3

4 3

1 1 1 4

1,800
3,000
1,00o
750

2

2
4
3
2

6
1 2

500

500

5 0 0

2 0 0

1

2

2

1

a

3

9

3 2 3 2 3 2 3 2 32

Vessel Diameter (ft)

Granular Iron Media

Min. Bed Depth (in) 3 2

Nom. VolumeNesseI (<:f)3 420 420 260 420 310 170

Peak hydraulic capacity based on series operation of vessels and an even flow split between parallel trains.
Bypass piping shall be designed Ana furnished by OWNER.
Nominal required media volume rounded up to wrest ten cubic feet.

1.
Z.
3.

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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IN THE MATTER OF THE APPLICATION OF
2A1uzonA -AMERICAN WATER COMPANY,

ARIZONA CORPORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND

iPROPERTY AND FOR INCREASES IN ITS
ERATES AND CHARGES BASED THEREON
EFOR UTILITY SERVICE BY ITS AGUA FRIA
IWATER DISTRICT, HAVASU WATER
EDISTRICT, MCHAVE WATER DISTRICT,
=PARAD1SE VALLEY WATER DISTRICT, SUN
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Arizona-American Water Company
_Rejoinder Testimony of Ian C. Crooks
Page iii

1 QEXECUTIVE SUMMARY

2 3 Mr. Crookstestifies as follows:

3
4
5
6
7
8

Mr. Crooks answers the eleven questions posed by Mr. Olea in his rebuttal testimony concerning
Arizona-American's proposal to amend its Water Facilities Hook-Up Fee WHU-1 , for its Agua

stria Water District, The responses to questions 5, 9 and 10 discuss the core issues. Generally,
most of the other changes in Arizona-American's proposed tariff were to conform the existing
tariff to the Off-Site Water Hook-up Fee tariff ("ACC HUF Template"), dated January 8, 2009,

posted on the Commission's website.

10

12
13
14

%Arizona-American believes the term "Common Facilities" is more descriptive and less subject to
confusion or misinterpretation than is "Off-site Facilities," The physical location of water

8`acilities constructed and/or funded by the HUF does not necessarily determine whether the
facilities are for the exclusive benefit of a particular development or are for the benefit of
multiple developments.

in
17
1 9
2 0
21
2 2
2 3
2 4

EArizona-American is proposing to split within a single tariff the current unified hook-up fee into
two components, the original 2004 HUF amount as "Component A" and the incremental increase

4 in the current 2007 HUF as "Component B". Component A will continue to be used to pay for
8 Arizona-American's existing and future investment in Common Facilities and will be eligible for
offset against Applicant built Common Facilities. Component B will be solely used to pay for

;Arizona-American's White Tanks Surface Water Treatment Facility ("WTSWTF") investment
and will not be eligible for offset against Applicant built Common Facilities. If this change is
not made, the cash receipts to Arizona-Americanneededto pay for the WTSWTF will be
delayed out many years.

5

I

cu



Arizona-American Water Company
Rejoinder Testimony of Ian C. Crooks
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I

II

I

2

3

4

5

6

Q,

INTRODUCTION

PLEASE STATE YOUR NAME,BUSINESS ADDRESS, AND TELEPHONE

NUMBER.

My name is Ian C. Crooks. My business address is 19820 N. 7m Street, Suite 201,

Phoenix, Arizona 85024, and my telephone number is 623-445-2404.

7

8

9

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Arizona-American Water Company ("Arizona-American") as

Engineering Manager of Developer Services for Arizona and New Mexico.

10

13

Q- PLEASE BRIEFLY OUTLINE YOUR RESPONSIBILITIES IN ARIZONA AS

THE ENGINEERING MANAGER OF DEVELOPER SERVICES.

I am responsible for the developer agreements ("LXA/MXA"), design, planning,

construction, budgeting, and compliance related to development activity.

14

15

16

Q- PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

I received a Bachelor of Science degree from Pennsylvania State University in

environmental engineering.

17

18

19

Q. HAVE YOU HAD ANY OTHER FORMAL TRAINING?

I am currently certified as an ADEQ Grade 2 Water Distribution System Operator and I

have completed several masters-degree level courses,

20

21

22

23

24

Q- PLEASE DESCRIBE YOUR pRoI-'EsslonAL EXPERIENCE.

I joined Arizona-American in October 2006. I was previously employed from 2005 to

2006 by Ryan Homes, a home builder in Pennsylvania, as the Land Development

Manager. Before that, I was employed by Pennsylvania~American Water Company as

Sr. Engineer for the Coatesville, Pennsylvania district. Prior to that, I was employed

A.

A.

A.

A.

A.

A.
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I

2

3

4

5

from 1996 in the same role and as IT Manager for the city of Coatesville Authority,

which was acquired by Pennsylvania-American Water Company. Before that, I was

Engineering Supervisor for Erie City Water Authority. Throughout my career I've

gained extensive experience in water and wastewater operations, management, and

administration.

Q. ARE YOU A REGISTERED PROFESSIONAL ENGINEER?6

7 A. Yes, I am a registered Professional Engineer in the states of Arizona and Pennsylvania.

Q~ HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION?8

9 A. No.

10

13

14

15

Q. WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY?

The purpose of my rejoinder testimony is to answer the eleven questions posed by Mr.

Olea in his Surrebuttal testimony concerning Arizona-Amer*ican's proposal to amend its

Water Facilities Hook-Up Fee WHU-l , for its Agua Fria Water District. In general, l

now sponsor the details of a proposal which was first presented in Mr. Broderick's

Rebuttal testimony which started on page 3, line 22 thru page 4, line 26.

Q- HOW IS YOUR TESTIMONY ORGANIZED?16

17

18

A. I will answer Mr. Olea's eleven questions in order, although questions 5, 9 and 10 are the

core issues.

III19

20

21

22

23

24

Q-

ANSWERS TO QUESTIONS POSED BY STEVEN M. OLEA

1. WHAT IS THE PURPOSE OF COMBINING THE APPLICABILITY AND

PURPGSE PORTIONS OF THE TARIFF AND CHANGING THE WORDING?

Arizona-American based the proposed revised Water Facilities Hook-up Fee WHU- 1

tariff ("AAW Proposed HUF") on the Off-Site Water Hook-up Fee tariff ("ACC HUF

Template"), dated January 8, 2009, as posted on the Commission's website. Arizona-

A.

an
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1

2

3

4

5

American assumes the structure and language of the ACC HUF Template is to be used as

the base for new HUF tariffs. In addition, the ACC HUT Template clarified policies and

vague language contained in Arizona-American's existing Water Facilities Hook-up Fee

WHU-l tariff. Comparing the AAW Proposed HUF to the ACC HUF Template

addresses this question and several of Mr. plea's following questions.

6

7

8

The Applicability and Purpose is combined in the ACC HUF Template. Arizona-

American isproposing onlyminor changes to this paragraphto be consistent with

subsequent changesin the AAW ProposedHUF.

Q: 2. WHAT IS THE PURPOSE OF CHANGING THE WORDING IN THE FIRST

PARAGRAPH UNDER DEFINITIONS?

9

10

Please see my response to question l. No changes were made to the wording of the first

paragraph between the AAW Proposed HUF and the ACC HUF Template.

13

14

15

16

Q: 3. WHAT IS THE PURPOSE OF ADDING APPLICANT TO THE

DEFINITIONS?

Please see my response to question I. The Applicant definition was part of the ACC

HUF Template.

17

18

19

20

21

22

Q: 4. WHAT IS THE PURPOSE OF CHANGING THE WORDING IN THE

DEFINITION OF MAIN EXTENSION AGREEMENT ("MXA")?

Please see my response to question 1. The definition of Main Extension Agreement

("MXA") is part of the ACC HUF template. Arizona-American made only minor

changes to this paragraph to be consistent with subsequent changes in the AAW Proposed

HUF tariff.
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l

2

3

4

5

6

7

8

9

10

Q: 5. WHAT IS THE PURPOSE OF REPLACING THE TERM OFF-SITE

FACILITIES WITH COMMON FACILITIES AND CHANGING THE

WORDING?

The purpose is to clarify that physical location of water facilities constructed and/or

funded by the HUF does not necessarily determine whether the facilities are for the

exclusive benefit of a particular development or are for the benefit of multiple

developments. The term "Off-Site Facilities", as used in the ACC HUF Template

appears to reference facilities that, despite their physical location, are to benefit multiple

developments. For that reason, Arizona-American believes the term "Common

Facilities" is more descriptive and less subject to confusion or misinterpretation than is

"Off-Site Facilities."

12

13

14

15

Q: 6. WHAT IS THE PURPOSE OF CHANGING THE WORDING IN THE

DEFINITION OF SERVICE CONNECTION?

Please see my response to question l. No changes were made to the definition of Service

Connection between the AAW Proposed HUF and the ACC HUF Template.

16

17

18

Q: 7. WHAT IS THE PURPOSE OF CHANGING THE WORDING IN THE

DEFINITIQN OF SERVICE CONNECTION?

This is a repeat of question 1.6. Please see my answer to that question.

19

2 0

21

2 2

23

Q: 8. IN THE FIRST PARAGRAPH UNDER TIME OF PAYMENT, WHY IS

PAYMENT REQUIRED 15 DAYS AFTER THE MXA IS APPROVED AND NOT

AT THE TIME OF THE PAYMENT FOR THE MXA?

Please see my response to question l. The change was part of the ACC HUF Template.

Arizona-American made only minor changes to this paragraph to be consistent with

subsequent changes in the AAW Proposed HUF tariff
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Q: 9. WHY IS THE COMPANY PROPOSING THAT ONLY.COMPONENT A BE

ELIGIBLE FOR OFFSET? DOES THIS MEAN THAT THE MXAS ENTERED

INTO BY THE COMPANY WILL NOT REQUIRE AN APPLICANT TO

PROVIDE ANY SOURCE OF WATER, SINCE AN APPLICANT WILL

ALREADY BE PROVIDING FOR ITS SOURCE OF WATER UNDER

COMPONENT B (THE PORTION PAYING FOR THE WHITE TANKS

SURFACE WATER TREATMENT FACILITY)?.

l

2

3

4

5

6

7

8

9

10

13

14

15

16

17

18

A: The White Tanks surface water treatment facility will reduce the need as much as

possible for new wells and related infrastructure to meet growing demand - filling a

significant portion of that demand with renewable surface water - but, it will not

eliminate the need for new ground water entirely. In certain cases, the individual

developer (i.e., applicant) will continue to be required to provide a source of water and

related infrastructure. The benefits of the White Tanks surface water treatment facility to

the Applicant, depending on the Applicant's development water demands, timing and

location within the service area, include the following: (1) no requirement for a water

source at all, (2) water source required but only to meet average day demands versus

maximum day demand, and (3) no requirement for a redundant water source (i.e. second

well).

19

20

21

22

23

24

25

26

Under the current hook-up fee tariff; the hook-up fee is a unified fee varying by meter

size. That unified fee was developed by combining the original 2004 hook-up fee and the

increase to the hook-up fee approved in 2007 to pay for the White Tanks surface water

treatment facility. While the Company internally bifurcates the accounting of the hook-

up fee to track the amount received for the White Tanks surface water treatment facility,

the overall fee is administered as a single fee to the customer. Under this single fee

administration of the hook-up fee, the offset of the cost of applicant-provided common

facilities is resulting in the offsets being applied against the entire amount of the hook-up

in
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l

2

3

4

5

6

7

8

9

fee, including the portion of the hook-up fee intended to pay for the White Tanks surface

water treatment facility. The Company believes the correct application of the common

facilities offset is that the offsets be applicable only to the portion of the hook-up fee that

represents the original hook-up fee, and that the offsets arenot to be applicable to that

portion of the hook-up fee that is intended to pay for the White Tanks surface water

treatment facility. Because most development occurring in the Agua Fria district requires

the developer to provide some level of contributed infrastructure, this unintended

complete offset is delaying the cash receipts to the Company to pay for the White Tanks

surface water treatment plant. (Please see example below.)

10

13

14

15

16

17

18

To address this issue and to make it transparent for developers, the Company is proposing

to split the current unified hook-up fee into two components. The original 2004 HUF

amount will be "Component A" and the incremental increase to pay for the White Tanks

surface water treatment facility will be "Component B". Component A will continue to

be used to pay for the Company's existing and future investment in common facilities

and will be eligible for offset against Applicant-provided common facilities. Component

B will be solely used to pay for the Company's White Tanks surface water treatment

facility investment and will not be eligible for offset against Applicant-provided common

facilities.

v

19

20

21

22

23

24

25

In some cases, namely those instances where the developer is required to provide

common facilities with a cost in excess of the total anticipated amount of the Component

A portion of the hook-up fees, the Company will continue to provide a "true up" payment

to the developer. This true-up payment will effectively cap the developer's cost for

common facilities (other than the White Tanks surface water treatment facility) at the

aggregate Component A hook-up fee. Thus, by itself, the bifurcation of the hook-up fee

that is being proposed will affect only the Company's cash flow from the hook-up fees, it
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1

2

will not increase the total obligations of developers under the hook-up fees and with

respect to contributed infrastructure.

3

4

Shown below is a development example to illustrate the cash flow difference between the

current HUF tariff and the AWW Proposed HUF tariff.

XYZ Development
Lots: 1,000, assume 125 lots per year, 8 year build-out

Assume W' for all lotsMeter Size:

Common Facility Cost:

Current HUF%" fee:

AWW Proposed HUF %" fee:

$1 ,500,000 in HUF offsets/credits

$4,920 * 1,000 meters = $4,920,000

Component A:
$1,725 * 1,000 meters = $l,725,000>4 Total
Component B: $4,920,000
$3,195 * 1,000 meters = $3,I95,000'

Year l Year 2 Year 3 Year 4
Current H U F
Offset Credit $ 615,000
Offset Credit Remaining Bal. $ 885,000
HUF Paid $ 0
Cumulative Cash to AAW $ 0

$ 615,000
$ 270.000
$ 0
$ 0 (

$ 270,000
$ 0
$ 345.000
$ 345,000 i

$ 0
$ 0
$ 615,000
$ 960,000

Year 5
Offset Credit Applied $ 0
Offset Credit Remaining Bal. $ 0
HUF Paid $ 615,000
Cumulative Cash to AAW $1 ,575,000

Year 6
$ 0
$ 0
$ 615,000
$2,190,000

Year 7
$ 0
$ 0
$ 615,000
$2,805,000

Year 8
$ 0
$ 0
s 615,000
$3,420,000

Year 2 Year 3 Year 4Year 1
AAW Proposed HUF
Offset Credit (Component A)$ 215,625
Offset Credit Remaining Bal. $1 ,284_375
HUF Paid (Component A) S 0
HUF Paid (Component B) $ 399,375
Cumulative Cash to AAW $ 399,375

$ 215,625
$1,068,750
s 0
$ 399,375
s 798,750 (

$ 215,625
$ 853.125
$ 0
s 399,375
$1,198,125

$ 215,625
$ 637,500
$ 0
$ 399,375
$1,597,500

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
2 9
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

Year 5
Offset Credit (Component A) $ 215,625
Offset Credit Remaining Bal. $ 42] ,875
HUF Paid (Component A) $ 0
HUF Paid (Component B) $ 399,375
Cumulative Cash to AAW $1 ,996,875

Year 6
$ 215,625
s 206,250
$ 0
$ 399,375
$2,396,250

Year 7
$ 206,250
$ 0
$ 9,375
$ 399,375
$2,805,000

Year 8
$ 215,625
$ 0
s 215,625
$ 399,375
$3,420,000
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Q: 10. THE PROPOSED TARIFF STATES (SECTION IV.D.), "THE COMPANY

AND APPLICANT MAY AGREE TO CONSTRUCTION OF ADDITIONAL

FACILITIES, WHETHER ON-SITE OR OFF-SITE OF THE APPLICANT'S

DEVELOPMENT, THAT ARE REQUIRED TO SERVE ONLY THE

APPLICANT'S DEVELOPMENT, BUT WHICH ARE NOT DISTRIBUTION

MAINS UNDER Rl4-2-401 AND WHICH ARE NOT SUBJECT TO REFUND

UNDER R14-2-406(D)." WHAT TYPE OF FACILITIES IS THE COMPANY

REFERRING TO THAT WOULD NOT BE REFUNDABLE UNDER

COMMISSION RULES?

l

2

3

4

5

6

7

8

9

10

11

12

13

14

15

1 6

17

18

19

2 0

21

22

23

24

25

26

A: The Company is referring to water facilities such as storage tanks, booster pumps,

treatment facilities and transmission mains that are required for, and constructed and built

for, the exclusive use of a particular development. These items are not Distribution

Mains subject to refund under Rl 4-2-406(D). In cases where these items are required

only for a single development, and not as part of an overall master area development plan

encompassing multiple developments, the Company is proposing that such exclusive-use

facilities be treated as contributions, the cost of which will not be eligible for offset

against hook-up fees. The Company's rationale for this proposed treatment is that the

facilities do not benefit any other properties. Therefore, the cost of the facilities should

be borne by only those property owners who will receive the benefit of the facilities.

For example, a storage tank may be required to serve only a particular development or it

may be required as part of a more comprehensive master area development to serve

multiple developments. The Company is proposing that only the latter instances be

treated as "Common Facilities" Subject to offset against hook-up fee payments. In cases

where infrastructure is required and will be used only to serve a single development, the

Company is proposing that the cost of that infrastructure be treated as a contribution by
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l

2

3

4

the developer not subject to offset against any hook-up fees. Therefore, in those cases

where a developer is required to contribute exclusive-use infrastructure without offset of

hook-up fees, the overall obligations of that developer to the Company will be increased

by the cost of such contributed infrastructure.

Q: 11. UNDER LARGE SUBDIVISION PROJECTS (SECTION IV.F.), THE

COMPANY USES THE WORD "MAY" AND "SHOULD" IN SEVERAL

PLACES. WHY DID THE COMPANY NOT USE THE WORD "SHALL"

INSTEAD?

5

6

7

8

9

10

Please see my response to Question I. The "may" and "should" are directly from the

ACC HUF template. Arizona-American made only minor changes to this paragraph to be

consistent with subsequent changes in the AAW Proposed HUF tariff and to add

additional clarification.

13

14

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMUNY?

A. Yes.

in
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1 EXECUTIVE SUMMARY

3 Bradley J. Cole testifies as follows:

7
8

Water District Descriptions
:Mr. Cole first describes the service areas and facilities for each of Arizona-American's six water
districts that are included in this case: Agua Fria Water; Havasu Water, Mohave Water; Paradise
Valley Water; Sun City West Water and Tubac Water.

11
12

.~ White Tanks Deferred O&M Recovery
Mr. Cole supports Mr. Broderick's request for a mechanism to recover deferred first-year O&M
costs for the White Tanks Regional Treatment Facility. Exhibit BJC-1 estimates these costs.

15
16
17
18

: Tubac Arsenic~Treatment Facility
Mr. Cole discusses the need for an arsenic-treatment facility for the Tubac Water District.
Exhibit BJC-2 is a copy of a January 18, 2008 letter firm the U.S. Environmental Protection
Agency, which denied Arizona-American's requiem for an exemption from the new federal
arsenic standard.

21
22
23

Storage-Tank Maintenance Program
Mr. Cole discusses Arizona-American's new storage-tank maintenance program and supports
Ms. Hubbard's request to iiund this program. Exhibit BJC-3 provides the cost and schedule of all
tanks scheduled for maintenance in the districts.

26
27
28
29
30
31
32

; Chemicals
Mr. Cole explains why chemical expenses have increased in recent years. The first reason is the
chernicad cost has risen from year-to-year, typically tracking the Consumer Price Index. Second,

8 we are now operating arsenic-treatment facilities located in the Agua Fria, Havasu, Sun city
West and Paradise Valley water districts. New chemicals used in these facilities include Ferric
Chloride, Polymer, Sodium Chloride, Sodium Hydroxide, Sodium Hypochlorite, and Sulfuric
Acid. The third and final reason is growth, particularly in the Agua Fria and Mohave Water
districts.

35
Service Charges

Mr. Cole explains why Arizona-American proposes to increase various service charges:
l. For the Agua Fria, Havasu, Mohave, Paradise Valley, Sun City West water districts,

Arizona-American proposes to increase the service and meter-installation fees for meters
1 %-inch or smaller from $660 to the amounts consistent with Staff's recommendations;

2. Revise its service and meter-installation fees for meter size 2-inch or larger from $660 to
the actual cost of installing the service line and meters (Exhibit BJC-4 details die cost
estimates for installing service lines and meter),

3. Increase its meter-test charge to $81 per meter, and
4. Standardize its after-hours reconnect charge in each district at $90.00.

Mohave Wastewater

nr I

5
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l
2
3
4
5
6

Mr. Cole describes the service areas and facilities for Arizona-American's Mohave Wastewater
District.

Sun City Water - Fire Hydrant Inspection
Mr. Cole supports Arizona-American's request to terminate the annual fire-hydrant inspection
compliance report requirement for the Sun city Water District.
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2 Q,

INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE

NUMBER.

My name is Bradley J. Cole. My business address is 15626 N. Del Webb Boulevard, Sun

City, Arizona, 85351, and my business phone is 623-815-3 l 36.

6 Q. BY WHOM ARE YOU EMPLUYED AND IN WHAT CAPACITY?

I am employed by Arizona-American Water Company ("Arizona-American") and I am

the Director of Operations for Contra] Arizona, which includes the Sun city Water and

Wastewater Districts, Sun city West Water and Wastewater Districts, and Agua Fria

Water and Wastewater Districts.

11 Q. WHAT ARE YOUR RESPONSIBILITIES AS THE DIRECTOR OF

OPERATIONS?

I am responsible for water treatment, wastewater treatment, customer service, water

distribution, and wastewater-collection operations.

15 Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

I received a Master of Science in Business Administration from California Lutheran

University in 2002. I received my Bachelor of Science in Business Administration from

the University of La Verne in 1998. I have also completed various water-related

technical courses that include water treatment, wastewater treatment, water distribution

system operations and maintenance, water quality protection and cross-connection

control, and water and wastewater management.

I am also an Arizona Department of Environmental Quality ("ADEQ") Grade III Water

Distribution System Operator and a Grade II Water Treatment Plant Operator (#22916).
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1 IQ. PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE.

Shave been employed by Arizona-American for approximately three years and in my

present capacity as the Director of Operations for Central Arizona for the past ten

months. As the Director of Operations, I oversee and manage Arizona-American's water

and wastewater services in the Sun City, Sun city West, and Agua Fria districts. Prior to

becoming the Director of Operations, I was employed as the General Manager of

Arizona-American's Eastern Operations for a period of two years, and my responsibilities

included overseeing the water and wastewater operations in the communities of Tubac,

Paradise Valley, Anthem, Bullhead city, and Lake Havasu. Prior to becoming the

General Manager of Arizona-American's Easter Division, I held the role of Arizona

Production Manager overseeing Arizona-

plants in the communities of Sun city, Paradise Valley, and Anthem.

American's water and wastewater treatment

Prior to my employment with Arizona-American, I was employed for nearly 15 years by

California-American Water Company ("California-American"). Like Arizona-American,

California-American is a subsidiary of American Water. Before being promoted and

transferred to the Arizona-American operations as the Production Manager, I held the

position of Operations Manager for almost three years in California-American's Ventura

County operations located in the City of Thousand Oaks. Before that, I held the position

of Operations Supervisor for nearly four years and the remainder of my prior experience

with California-American included the positions of Laborer, Utility Worker, and

Distribution Clerk.

DO YOU HAVE ANY PROFESSIONAL AFFILIATIONS?22 Io.

Yes. I am an active member of the American Water Works Association (#424352) and a

member of the Arizona Water and Pollution Control Association (#5776).
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PURPOSE OF TEST1MONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE?

Please refer to the Executive Summary, which precedes my direct testimony.

Yes. I sponsored testimony and testified in Arizona-American?s Anthem/Agua Fria

water and wastewater rate case (Docket No. WS-Ol 303A-06-0405), Arizona-American's

Mohave Water and Wastewater rate case (Docket No. WS-Ol 303A-06~0014), and

ArizOna-American's Sun city Water rate case (Docket No. W-01303A-07-0209).

HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY

UTILITY COMMISSION?

10 ill

12 Q.

WATER DISTRICTS

A AGUA FRIA WATER DISTRICT

PLEASE DESCRIBE THE AGUA FRIA WATER DISTRICT

Arizona-American's Agua Fria Water service area ("Agua Fria Water") comprises

approximately 70 square miles located 'm Maricopa County. It is bounded by Grand

Avenue/US Route 60 on the north, McDowell Road/Interstate 10 on the south, State

Route 303 and Reams Road on the east, and the Beardsley Canal/Perryville Road to the

west. The system also includes the Verrado Development, which is bounded by Norther

Avenue and Glendale Avenues on the north, US Route 10 on the south, Tut fill Road on

the east, and 235"' Avenue and 2z7"' Avenues on the west.

The service area includes portions of unincorporated MaricopaCounty, the City of

Surprise, the City of Goodyear, the Town of Buckeye and the city of Glendale.

A.

A majority of the service area is still undeveloped. Within the developed area, the land

use is predominantly residential. Most of the existing commercial use in the north is

comprised of strip malls along Grand Avenue. The central portion of the service area
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consists of large, irrigated lots and agricultural land that is rapidly being replaced by

residential developments. Luke Air Force Base is located in the southeast part of the

service area. The area of high noise contours surrounding Luke Air Force Base is

restricted to non-residential use.

At the end of 2007 there were approximately 33,000 service connections in the Aqua Fria

Water District. In 2007, we saw an increase of approximately 2,300 new service

connections, which is down ham previous year's growth during the recent real-estate

boom. We expect continued slow growth for the next couple of years.

At build out, the number of service connections in the Agua Fria Water District should

approach 90,000 with an average annual daily production of 43 million gallons per day.

11 U PLEASE DESCRIBE THE AGUA FRIA WATER DISTRICT'S PRODUCTION,

TREATMENT, AND DISTRIBUTION SYSTEM.

There are 38 groundwater production wells in the district. In 2007, we pumped over 5.8

billion gallons of water from Arizona-American owned wells and purchased nearly 146

million gallons from other sources. At present, there are approximately 3,888,835 linear

feet of water mains (736.52 miles), 6,120 fire hydrants, and 15,342 gate valves. The

district's 15 water tanks provide over 18 million gallons of storage. Other than

chlorination, most wells do not require water treatment. The district provides arsenic

removal at four locations: Agua Fria Water Plants l, 2, and 5, and at Agua Fria Trunk

Line Well No. I. Each location uses an absorptive media technology that effectively

removes arsenic from the water before it enters die distribution system.

22

QQ

HOW MANY PEOPLE ARE CURRENTLY CHARGED WITH OPERATING

THE WATER FACILITIES OF THE AGUA FRIA WATER SYSTEM?
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There are four water operators dedicated to operating Agua Fria Water's 38 wells,

booster stations and water storage facilities, with assistance from Sun City and Sun City

West operators from time to time. In addition to the operators, Agua Fria Water also

shares with the Sun City and Sun City West Water Districts a pool of 12 maintenance

operators, three line locators, eleven meter readers, eight field customer-service

representatives, 12 utility workers and dedicated supervisory and supportive management

staffs When the pooled employees work on Agua Fria Water-related matters, they

appropriately charge their time and expenses to that district. Arizona-American's ability

to share employees among three districts allows Arizona-American to reduce expenses

without compromising the high quality of service we provide to customers in Sun City,

Sun city West and Agua Fria Water Districts.

12 i
I • DOES ARIZONA-AMERICAN PROPOSE A MECHANISM TO DEFER AND

RECOVER OPERATIONS AND MAINTENANCE EXPENSES ASSOCIATED

WITH THE WHITE TANKS PLANT UNTIL SUCH EXPENSES CAN BE

PLACED IN RATE BASE?

Yes. Mr. Gross discusses the planned White Tanks Plant and how it will serve Agua Fria

customers by treating renewable surface-water resources. Mr. Broderick proposes a

mechanism to recover the deferred White Tanks Plant first-year O&M costs. Exhibit

BJC-1, which was done under my supervision in September of 2007, estimates these

costs to be $1 .927 million.

21 HOW DID YOU ESTIMATE THE WHITE TANKS PLANT-RELATED

OPERATIONS AND MAINTENANCE EXPENSE?

The labor-related expenses in Exhibit BJC-l consist of the estimated salaries, benefits,

and training expenses for six full-time employees dedicated to the operation of the White

A.

an
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Tanks Plant. The estimated non-labor O&M costs, such as chemical and power costs, are

based on treatment capacity of 13.5 MGD.

4 i
Q •

B HAVASU WATER DISTRICT

PLEASE DESCRIBE THE HAVASU WATER DISTRICT?

The Havasu Water District covers approximately 3,486 acres (5.45 square miles).

Topography within the area currently serviced ranges in elevation from 475-770 feet, The

pipe network consists of approximately 30.8 miles of main, ranging in size from two to

16 inches. The Havasu Water District's water production facilities include three

production wells, five ground level storage tanks, five booster pump stations, and live

pressure regulating valves.

11 Q. HOW MANY EMPLOYEES ARE CURRENTLY PROVIDING SERVICE TO

THE HAVASU WATER DISTRICT?

There are currently three employees providing service to the 1,525 customers in the

Havasu Water. One employee was brought on-board in 2007 to help operate and

maintain the water distribution system, its wells, pumps, and its new arsenic removal

facility. We do not plan to bring on any new other employees in the near fixture.

18 Q.

C MOHAVE WATER DISTRICT

PLEASE DESCRIBE THE MOHAVE WATER DISTRICT.

The Mohave Water District is located within Bullhead City and unincorporated areas of

Mohave County. The overall service area covers approximately 17,397 acres (27.19

square miles). There are approximately 15,800 customers in the district. The topography

within the service area ranges in elevation from 590-1 ,260 feet. The Mohave Water

District has one operating center and five separate water systems:
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1

2

3

4

5

6

7

8

9

10

13

The Bullhead City water system(PWS # 08-032), also known as the Main System,

serves a majority of the Bullhead City area in Mohave County, with a certificated

area of approximately 25 square~miles.

The Camp Mohave water system (PWS # 08-037) serves an unincorporated portion of

southern Bullhead city, Mohave County, with a 0.5 square-mile certificated area.

Lake Mohave Highlands system (PWS # 08-062) serves an area located to the north

of the main Bullhead city service area, with a service area of approximately 0.6

square miles.

Desert Foothills system (PWS #08-137) serves an area in the northwest comer of the

main Bullhead city service area, with a service area of approximately 0.6 square

miles.

Rio Vista Ranches system (PWS # 08-333) serves a subdivision in southern Bullhead

City, Mohave County, with a 0.5 square-mile certificated area.

Q- PLEASE DESCRIBE THE MOHAVE WATER DISTRICT'S WATER

PRODUCTION, TREATMENT, AND DISTRIBUTIDN SYSTEM.

14

15

16

17

18

19

20

21

22

23

A. The five systems within the Mohave water are not interconnected, each has its own water

production, storage, and distribution facilities. All of Mohave Water's water is provided

from wells. The terrain of this service territory is varied, rocky and desert; thus,

maintaining proper pressure in the many pressure zones is the primary operational

challenge. The water distribution system consists of approximately 199.7 miles of main,

ranging in size from 2-inches to 18-inches. The only treatment provided in the Mohave

Water system is in the form of chlorination before the water enters the distribution

system.

24

25

The Bullhead city system consists of six groundwater production wells, ten storage

tanks, two booster station sites, and a distribution system sewing 14,300 customers. The

h
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storage tanks provide a combination of both gravity and pumped storage for the system.

There are currently 3.2 Million Gallons ("MG") of gravity storage and 1.48 MG of

pumped storage in the Main System. There are currently no emergency interconnections

with other water purveyors to supplement the supply from the wells.

The Camp Mohave system has one pumping site consisting of a well, storage tank,

pumping facilities and a distribution system serving 97 customers. This system is

interconnected with Bermuda Water Company.

The Lice Mohave Highlands system has two production wells, three ground storage

tanks, three booster pump stations, and a distribution network sewing 249 customers. The

storage tanks provide pumped storage for the system with total volume of 0.49 MG. This

system has an emergency tie-in through a 4-inch meter with North Mohave Valley Water

Company_

The Desert Foothills system is supplied by one production well, two Morage tanks, two

booster pump stations,, and a distribution network serving1,028 customers. The storage

tanks provide acombination of both gravity and pumped storage for the system with a

total volume of0.5 MG.

The Rio Vista Ranches receives its water from the Bermuda Water Company. This

system only has a distribution system serving approximately 97 customers.

HOW MANY EMPLOYEES ARE CURRENTLY CHARGEDWITH

OPERATING THE MOHAVE WATER SYSTEM?

There are 15 employees who operate and maintain, read meters, and provide customer

service to more than 15,800 customers in the Mohave Water.

19 Q.
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2

D PARADISE VALLEY WATER DISTRICT

PLEASE DESCRIBE THE PARADISE VALLEY WATER DISTRICT.

The Paradise Valley District is located in Maricopa County. It serves approximately half

of the Town of Paradise Valley and portions of the city of Scottsdale. There are

approximately 4,750 customers in the district.

6 in. PLEASE DESCRIBE PARADISE VALLEY'S WATER PRODUCTION,

TREATMENT, AND DISTRIBUTION SYSTEM.

Our Paradise Valley customers currently receive treated water from six wells located on

the easter edge of the service area. The wells range in depth from 1,000 to 1,740 feet

and have flow rates from 1,300 to 2,500 gallons per minute. The distribution system,

which covers about 8.5 square miles, consists of approximately 121 miles of mains

ranging in size from two to thirty inches in diameter. The system has nine pressure zones

due to the varying elevations in the service area. The combined capacity of the thirteen

ground storage tanks is 4.529 million gallons.

All the water loom our Paradise Valley wells is pumped to the Paradise Valley Arsenic

Removal Facility ("PVARF") for chlorination, storage, and arsenic-removal treatment.

17 Q. HOW DOES THE PVARF REMOVE ARSENIC FROM PARADISE VALLEY'S

WATER SUPPLY?

The PVARF entered service in September 2006 and treats water to satisfy the new federal

drinking-water standard of 10 microgramsper liter. The PVARF utilizes a

coagulation/filtration process to reduce the arsenic concentration in the drinking water

supply. Ferric chloride is used to adsorb the arsenic in the raw water. The arsenic is then

captured in the granular media, where it is settled out as sludge, dewatered with a plate

filter press, and hauled off to a landfill.

EQ.

in
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Q. WILL ARIZONA-AMERICAN USE THE PCX-l WELL TO SUPPLY WATER IN

THE PARADISE VALLEY WATER DISTRICT?

1

2

3

4

5

A. No. As discussed by Mr. Lenderking, Arizona-American Water permanently

disconnected the PCX-1 well in January, so water from that well will no longer be used

to serve our customers

6

7

8

9

10

Q. HOW MANY EMPLOYEES CURRENTLY OPERATE THE PARADISE

VALLEY WATER SYSTEM ?

There are 14 employees who operate and maintain the water distribution system, PVARF,

wells, booster stations, and MRTF. In addition, these employees also read meters and

provide customer service.

Q- DOES ARIZONA-AMERICAN INCLUDE ANY POST-TEST-YEAR PLANT IN

SERVICE IN THIS APPLICATION?

1 3

1 4

15

16

17

A. Yes, Arizona-American proposes to include in its rate base the replacement well for the

existing Well No. 12 and a new turbine for Well No. 17. The Well No. 12 replacement

Ml] be in service by December 2008 and Well No.17 will be online by summer 2008.

Please see page 12 of Paradise Valley's Schedule B for the post-test rate base adjustment

relatingPOWell Nos. 12 and 17.

18

19

20

21

22

23

Q- WHY IS ARIZONA-AMERICAN REPLACING WELL NO. 12?

A.

A.

As stated by Mr. Gross, Well No. 12 is beingreplaceddue to a failure in its casing, which

restricted itsproduction to approximately 50% of the original2200 gallons per minute.

Well No. 12 has been in service since 1962 and was scheduled for replacementin 2009 -

2010, however, due to the need to meetcustomer demands in summer 2009 andregain its

original production capacity, we havemoved up the planned replacement. The
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permitting process began in April 2008 and the well replacement should be completed by

December 2008. The approximate replacement cost is $1,930,000

3 Q- WHY IS ARIZONA-AMERICAN REPLACING THE PUMP FOR WELL no.17?

This is a capital project to replace the aging submersible pump with a new turbine. The

replacement is necessary because submersible pump parts are difficult to find and it takes

twice as long to repair as a turbine. It also takes 7 to 10 weeks to find a replacement if

the submersible pump needs to be replaced entirely.

8 'in. ARE THE REPLACEMENT WELLS INTENDED TO SERVE ANYNEW

GROWTH?

No. The Paradise Valley Water District experiences very minimal growth. The

replacement wells are needed to meet the current customers' demands.

13 Q.

E SUN CITY WEST WATER DISTRICT

PLEASE DESCRIBE THE SUN CITY WEST WATER DISTRICT.

The Sun City West Water District is located in the northwest portion of the Phoenix

metropolitan area, Maricopa County, and provides water service to approximately 15,400

customers in the unincorporated community of Sun City West. The certificated area is

substantially built-out, with only minor in-fill growth occurring.

18 =Q. PLEASE DESCRIBE THE SUN CITY WEST WATER DISTRICT'S

PRODUCTION AND DISTRIBUTIDN SYSTEM.

The water distribution system consists of 1,003,254 linear feet (195 miles) of water

distribution mains, with 1,142 fire hydrants, and over 2,600 gate vales. Ten wells feed

two water plants (combination booster stations and water tanks). Located at eachof the

two water plants are two water tanks with a total combined storage capacity of 4.0

million gallons.

A.

\»
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The Sun city West Water District is located in the Phoenix Active Management Area.

The primary source of supply is groundwater withdrawn from wells within its certificated

service territory and recovered CAP water. Arizona-American acquired, as part of the

Citizen's acquisition, contracts for the delivery of 2,372 acre-feet CAP water. The CAP

water is delivered to the Maricopa County Municipal Water Conservation District

Number One ("MWD") Groundwater Saving Facility and legally recovered from

Arizona-American's wells in the district.

i

• HOW MANY EMPLOYEES ARE CURRENTLY CHARGED WITH

OPERATING THE SUN CITY WEST WATER SYSTEM?

There are five dedicated water operators operating the district's production facilities, with

additional assistance from Sun city Water and Agua Fria Water operators from time to

time. Sun City West also shares with the Agua Fria Water and Sun City Water districts a

pool of 12 maintenance operators, three line locators, eleven meter readers, eight field

customer service representatives, 12 utility workers, and dedicated supervisory and

supportive management starT. When these employees work on Sun city West-related

matters, they appropriately charge their time and expenses to that district. Arizona-

American's ability to share employees among three districts reduces expenses without

compromising our high quality of service.

20 Q.

F TUBAC WATER DISTRICT

PLEASE DESCRIBE THE TUBAC WATER DISTRICT.

The Tubac Water District is located in Santa Cruz County in the southern Arizona.

Hz Q. PLEASE DESCRIBE THE TUBAC WATER DISTRICT'S PRODUCTION AND

DISTRIBUTION SYSTEM.

b
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Tubae Water provides water to 535 customers in three difference pressure zones. The

water is pumped from four groundwater wells and disinfected with sodium hypochlorite.

The treated water is then delivered to our customers.

4 iQ. DOES TUBAC WATER'S WATER SUPPLY MEET THE FEDERAL ARSENIC

STANDARD?

No. As the Commission knows, the new federal standard for arsenic is 10 pg/L.

Unfortunately, Tubac Water's mining annual average for the fourth quarter of 2007 was

31 pg/L.

DID ARIZONA-AMERICAN SEEK AN EXEMPTION FROM THEARSENIC

STANDARD?

Yes. At the urging of our Tubac customers, Arizona-American sought to delay

enforcement and gain an exemption from the arsenic standard. Exhibit BJC-2 is a copy

of a January 18, 2008, letter from the U.S. Environmental Protection Agency, which

denied our request for an exemption. We are now required to provide drinldng water that

meets the 10 Ag/L arsenic standard.

16 Q. WHAT DOES ARIZONA-AMERICAN PLAN TO DO TO MEET THE FEDERAL

ARSENIC STANDARD?

As discussed by Mr. Gross, Arizona-American plans to build an arsenic-removal facility,

which was originally designed in 2004. To reduce the capital investment in the facility,

Arizona-American now plans to partner with the developer of the Tubac Marketplace, a

commercial project in the downtown area.

22 Q- HAS ARIZONA-AMERICAN SOUGHT OTHER SOLUTIONS TO RESOLVE

THE ARSENIC ISSUE IN TUBAC?
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Yes. In 2004, we designed an arsenic-removal facility alter considering seven different

treatment technologies and selecting the absorptive media technology. At that time, there

was significant opposition by the citizens of Tubac due to the potential rate impact and

site location. We decided to halt the construction of the arsenic-removal facility while

exploring other possible alternatives. First and foremost, we worked with ADEQ on

getting an exemption from the rule. Unfortunately, ADEQ failed to grant the exemption.

Second, we investigated Point-of-Use ("POU") devices, which would be located at the

customer's premises. We determined that this alternative was not cost effective. There

are too many customers, such as a school and various restaurants, that would require

specially fabricated devices. With over 500 other customers, a POU solution would not

be affordable and manageable. Furthermore, while a POU solution has a lower capital

costs, the operation and maintenance costs are significantly higher. Over time the option

with the higher O&M costs will eventually eclipse the option with the higher capital cost.

Third, we also looked at the possibility of blending the water with other nearby sources of

water with low arsenic level. This option would not work because there was not enough

low-arsenic water source within or near the Tubac area to blend with.

17 HOW MANY EMPLOYEES ARE CURRENTLY OPERATING THE TUBAC

WATER SYSTEM?

There are currently two full-time employees who work for in the district, performing

system operations and maintenance, meter reading, and customer service. There are no

immediate plans to increase staffing levels.

G
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COMMON WATER ISSUES
1 Tank Maintenance

WHAT IS ARIZONA-AMERICAN'S TANK MAINTENACE STRATEGY?

A.

5



Arizona-American Water Company
Revised Testimony of Bradley J. Cole
Docket Nos. w-01303A-08-0227, SW-01303A-0841227
Page 15 of20

Arizona-American's strategy for tank maintenance is to provide the right maintenance for

the right tank at the right time. The program's objective is to extend the life of the asset

and avoid costly repairs or replacements. To achieve this strategy, Arizona-American

established a ten-year tank maintenance program beginning 2009. Maintenance needs,

which can include repainting the interior or exterior surfaces, structural repairs, and

cathodic protection, are typically identified through routine inspection schedules. We

typically plan on repainting the tanks every ten years, but inspection results can either

accelerate or push back planned maintenance. For example, if a tank was last painted ten

years ago and the inspection results provided that repainting can be delayed another three

years, we will do so. That goes toward providing the right maintenance on the right tank

at the right time.

We try to program the maintenance activities over a ten-year period to avoid expense

shock to any single particular district. In doing this, we might only program these

expensive maintenance activities on two or three tanks a year so that the total cost of the

program for all tanks is spread out over a ten-year period. It would be very costly to any

single district if all of its tanks were maintained in one year.

17 Q. WHAT ARE THE TEN-YEAR TANK MAINTENANCE SCHEDULES FOR THE

AGUA FRIA, HAVASU, MOHAVE, PARADISE VALLEY, SUN CITY WEST

AND TUBAC WATER DISTRICTS?

Exhibit BJC-3 provides the cost and schedule of all tanks scheduled for maintenance in

the districts.

22 Q. HOW DOES ARIZONA-AMERICAN PROPOSE TO FUND THE SCHEDULED

TANK MAINTENACE?

A.

h
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A. It is very difficult to annualize the cost of the ten-year maintenance schedule because we

often adjust the schedule based on the condition the tanks. As I stated earlier, our regular

inspections of our tanks may reveal certain tank conditions requiring acceleration or

delay of planned maintenance. The tank maintenance reserveaccount proposed by Ms.

Hubbard is an appropriate way to fund the ten-year maintenance plan.

Q.

2 Chemicals

WHAT HAS HAPPENED TO CHEMICAL EXPENSE IN RECENT YEARS?
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A. Chemical expenses have increased, for three primary reasons. The first reason is the cost

of chemicals has risen lion year-to-year, typically tracking the Consumer Price Index.

Second, we are now operating arsenic-treatment facilities located in the Agua Fria,

Havasu, Sum city West and Paradise Valley water districts. New chemicals used in these

facilities include Ferric Chloride, Polymer, Sodium Chloride, Sodium Hydroxide,

Sodium Hypochlorite, and Sulfuric Acid. The third and final reason is growth,

particularly in the Agua Fria and Mohave Water districts. As our customer base has

increased, we have had to treat more water and there use more chemicals

16
17

3 Service Line. Meter Installation, Meter Test Charges and After-Hour
Connection Charges

Q- IS ARIZONA-AMERICAN ASKING TO INCREASE SERVICE AND METER-

INSTALLATION FEES?

1 8
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A. Yes. For the Agua Fria, Havasu, Mohave, Paradise Valley, and Sun City West water

districts, Arizona-American proposes to increase the service and meter-installation fees

for meters 1 %-inch or smaller from $660 to the amounts consistent with SMF s

recommendations (Staff Memorandum Re: Update Of State's Typical Service Line And

Meter Installation Charges, dated February 21, 2008), and from $660 to the actual cost of

installing the service line and meters for meter 2-inch or larger.

up



'Arizona-American Water Company
!Revised Testimony of Bradley J. Cole
Docket Nos. W-0]303A-08-0227, SW-0]303A-08-0227
Page 17 of 20

1
l
I
s Q
:

WHAT IS THE ESTIMATED COST OF INSTALLING SERVICE LINES AND

METERS?

The cost of installing a 20-foot service line in an established area with paved streets is

approximately $4,130 to $5,700, depending on factors such as whether we use outside

contractors or in-house labor, and whether re-paving is required.

6 in. WHAT ARE THE PROPOSED sERvicE AND METER INSTALLATION,

METER TESTING, AND ESTABLISHMENT CHARGES?

Please see Exhibit BJC-4, which details the cost estimates for installing service lines and

meter. We are asldng to modify the existing Service Line and Meter Installation Charge

to obtain full-cost payment from the customer as an advance in aid of construction. The

tariff should be changed to read "An applicant for water service shall pay to the

Company, as a refundable advance in aid of construction, the full cost to provide the new

service line and meter." The Company would provide an up-front cost estimate for each

project and then provide a true-up against actual costs once the project is completed.

15 :Q. IS ARIZONA-AMERICAN ASKING TO INCREASE THE SERVICE LINE AND

METER CHARGES FOR ITS SUN CITY WATER DISTRICT?

No. The Sun City Water District is not part of this case. Further, it is built-out district

with very few new connections. If necessary, we can revise the Sun City Water District's

Service Line, Meter, and Service Charges in a iilture rate case.

20 -Q. IS ARIZONA-AMERICAN ASKING FOR NEW METER-TEST CHARGES?

Yes. Arizona-American asks to raise the meter test charge to $81 per meter. The current

meter-test charge is $10 for our Agua Fria, Sun City, and Sun city West water districts,

and $15 for our Paradise Valley Water District.

Vu
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W HY IS ARIZONA-AMERICAN ASKING TO INCREASE ITS METER-TEST

CHARGES?

The current meter test charge only recovers a fraction of the true cost. It takes Arizona-

American an average of four-and-one half man-hours to perform this activity and each

employee involved in the testing ears approximately $18.00/hour in wages and benefits.

Therefore, the cost of doing a meter testing is approximately $81 .

7
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10

11

12

13

Q~ IS ARIZONA-AMERICAN ASKING FOR NEW AFTER-HOUR

RECONNECTION CHARGES?

Yes. Commission Rule 14-2-403-D authorizes a water utility to charge an after-hour

charge for a service connection/reconnection. Currently, the approved after-hours

reconnection charges range from $35,00 in our Havasu Water District to $90.00 in our

Anthem Water District, although the costs to provide this service should not vary

significantly.
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2 3

We typically tum off service for nonpayment of utility bills typically during normal

business hours. Therefore, the reconnection requests typically arrive after 5:00 pm when

the customer has returned home for the day. If the customer wants to reconnect service

that evening, we have to call someone in to return back to work, on overtime pay, to

make the service reconnection. Because an employee is paid at 1.5 times his regular pay

and the process takes as much as two hours to complete, it makes sense to raise the after-

hours reconnect charge in each district to the level set in the Anthem water tarim - $90.00.

This would provide consistency among the six water districts, discourage late payments

of bills, discourage after-hours reconnects, and provide for a full-cost recovery of direct

labor expenses incurred plus overhead .

A.
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MOHAVE WASTEWATER

PLEASE BRIEFLY DESCRIBE THE MOHAVE WASTEWATER DISTRICT?

The Mohave Wastewater System is comprised of two distinct service areas located in

Mohave Valley and at the Arizona Gateway development. The Mohave Valley area is

served by our Wishing Wells Treatment Plant, located south of Bullhead city. This is a

250,000 god extended aeration plant that serves a collection system. As discussed by Mr.

Gross, the plant is being expanded to 500,000 god. The treatment process consists of

influent entering into the headwords, aeration basin and clarifier tanks, aerobic digester,

trickling filters, and a chlorine contact tank. The treated effluent is then disposed into

ponds on a golf course, where it is used primarily for turf irrigation. The Mohave Valley

service area is approximately 3.5 square-miles.

Arizona Gateway Treatment Plant ("Gateway Plant") is located at the intersection of

Highway 95 and Interstate 40 and is approximately 12 miles north of Lake Havasu City.

The Gateway Plant is an underground 112,000 god extended aeration plant that serves a

collection system for a commercial development block that includes a truck stop, fast-

food chains, a gas station, storage buildings, and other structures. Influent enters into a

flow-equalization basin, and is treated in two separate train aeration reactors with a

sludge holding tank. The effluent is then disinfected using chlorination/de-chlorination

and disposed into an evaporation pond located within the compound of the treatment

plant site. This service area is approximately 0.25 square-miles.

21 Q. HOW MANY EMPLOYEES ARE CURRENTLY OPERATING THE MOHAVE

WASTEWATER DISTRICT?

At present, there is only one employee that operates and maintains the Wishing Well

Wastewater Treatment Plant and associated sewer collection system. If needed,

additional support is provided by Water Operators from the Mohave Water system.

Q.

5
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Periodic sewer main cleaning and inspection services are provided from the Sun City

staff on an as-needed basis.

SUN CITY WATER DISTRICT ANNUAL FIRE HYDRANT INSPECTION
COMPLIANCE REPORT

5 Q. ARE YOU PROPOSING TO TERMINATE THE ANNUAL FIRE HYDRANT

INSPECTION COMPLIANCE REPORT REQUIREMENT FOR THE SUN CITY

WATER DISTRICT?

Yes. In Decision 67093, the Commission ordered Arizona-American, in conjunction

with the fire department sewing Youngtown and Sun City, to test the fire hydrants in the

Sun City Water District, and tile annual reports detailing whether the hydrants are

operational. Arizona-American submitted inspection schedules for all the fire hydrants in

the Sun City Water District in the past three years and all are operational. Therefore, the

annual inspection requirement is no longer needed. Furthermore, Arizona-American

commits to assist the fire department to ensure that hydrants within our service territories

are operational .

16 SQ. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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.UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
melon lx

75 H8mrlh6l119 Stl'¢e!
San Fianéisco, cA s41os-aeo1

Nina Mi l ler .

Arizona Amaicap Water Cvlunmwy
19820 n. 7* Sheet - Sdte 201
Phoenix. AZ 8s02~4 .

Dear Ms. Millers :

We are in receipt of the arsenic exemption request fomwamded by the Arizona Department of
Environmental Quality (ADEQ) on your behalf for the followiNg public waler system:

Arizona AMerican Water C0vH@2my, TubaePublic Water System
(PWS 1D AZ 0412001)

Aspmvidnd1mkia.Sec»6on 1416 qfthe SafeDminHngW4a'A~ct,EpAwillcvaluatedxcgequxcst .
in acocldamoe with 40 Code ofFbd~ara1 Rcgmla8oms (CFR)14259, Subpart F, Exmmtioms Issued
by&sAMinishlmor.. W¢-winplso<=oomdimueu~nrevi¢wvAu»AnBQw¢n»\u¢1h»l¢m¢ym=
k@ti1n&snned ofdmebtatusofyqurexmpmicm1equut. '

nm; meaMninilihl8vctoolsthatallclwelijbkwatsiystmnnsaddidnunalEmnto
develop long-mm straiejes to achieve and maixmin regulatory ccmupliammcc.while to
provide aocqltabklevelsdp\|blichmlthpmmec»6on. Inoue:dufor theBpAto consid¢rissUing
m exnnion,dl thefol lcvvingci i ter iaarctobbm w . .

Om prelinninaury review indicates that the information provided in the exemption request for
the Tubae Public Water System does not support the issuance of a federal exenunption for arsenic.
Ouurdecision isbasedonfhe arsenic analytical result fbrWellNo. 4, reported as 39pamtsper
billion (ppb), which is above the threshold keel of 35 ppb, the level which EPA considers does
not pose an unreasonable risk to Public health. Your request for an exemption for the Tubac
Publle Water System is hereby denied at this time. - .

dulnnnunshlion ofcommpeilingMctols;
dmcmsln1ionofPWS opaamiomnnldama;
dmnmsmaion com ummcasonablenisldapublic health;
dmnnagstliliion ofnnimagmmwiQrI8uuwm:ilngchlung5; .
daumcnshiliionof§aHdgpnc6cabledQs§omeet&lcMCL;and .
dm:|nmsta6onofno w:§sii1ngvmimcc&rmaenic. |

. Under the Safe Drinking Water Act, Congress 'established a timeiiraiune that allows water
systemnsupto iiveyears to complywithnsworrewiseddxinlcingvvamerstalndaulds. Unlderfhe
revisedarsenic MCL bf 10 ppb, watdsystsnns were allowed to ovpaate at levelsbexween 10 ppb
aaud50 ppb for up to five years aler the date of federal promulgation orby Januaury 23, 2006. As

h
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a matter of congressional policy, exposure at 50 ppb for the five yours firm Januatly 22, 2001 to
January 23, 2006 is not believed to pose an unleasonalale risk to heallim. ._ '

IngamnEngexdnnpticns,whichwduldeanandthepdodofdmeibrsystennstommaa
dlilnMmgvvamnstauudaurddurilggwhichdnesystmnvnmldcontinmlqtopmnwidcvvwaabovctho
MCL;9Aloclnedmthedurumionofmrposumeiilmsho11ldn»otgun»nuLllyposqmuuumeasomable
risk.tohdd&bqsedon alsaricc¢mcmtrm'onsova'1imeL U1mder&isappmalch,EAhasi1naldea
dwwmimaionthatexmuptionswonddlmtbea:v§illbleforsystuunlswithm's@ceoncmtaions -
abo/e 35 pub. 'A meme ddailedhxplaglawdon be found in Appendix Gf-3:.Bxmaptioms & M .
Aluenickluie$Mefollowving.BPA.wehéite: . _. . .
h4://www.epa.gov/safewata7a:sWdpd&/msBnal app g.pd£ You are cncowrlgedto work
withADEQonaplant61educethclcveladf '¢bei1ngdelivaedm9ourc\lstomels..

.Slmnld'you have any questions or would like to provide additional infonnalion to
demonstrate how the Tubac Public Water Syst would open withoutposing an unreasonphle
risk to health, please contact Kevin Ryan, at (415) .972-3806 al* dtematively, at
ryan.ke'vin@epa, ROV; . .

54I I

Sincerely,

cc: John C8Mm§Mw

Corine Li, P .
mwnaser . .
Dri1uh14g Water O$ce

4,

\

\
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EXECUTIVE SUMMARY

Mr. Cole testifies as follows:

Arizona»American will be hiring a Production Supervisor and four Plant Operators over the next
six months to Staff the White TanksWater Treatment Plant ("White Tanks Plant")

Once the White Tanks Plant enters service, Arizona-American's power savings for groundwater
production are estimated at $791 ,765. Estimated chemical-treatment savings are $30,138.

Arizona-American accepts Staffs Recommendations for the Service Line and Meter Installation
fees.
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I1

2

3

4

5

Q~

INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE

NUMBER.

My name is Bradley J. Cole. My business address is 15626 N. Del Webb Boulevard, Sun

City, Arizona, 85351 , and my business phone is 623-815-3136.

6

7

8

Q. ARE YOU THE SAME BRADLEY J. COLE WHO PREVIOUSLY SUBMITTED

DIRECT TESTIMONY IN THIS DOCKET?

Yes.

9

10

11

12

13

Q- WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

First, I will discuss Arizona-American's plans to begin staffing the White Tanks Water

Treatment Plant ("White Tanks Plant"). Second, I will discuss the operational savings

that Arizona-American expects to realize when the White Tanks Plant goes into service.

Finally, I will respond to Staff' s proposed service-line and meter-installation fees.

II WHITE TANKS PLANT STAFFING

WHAT IS THE WHITE TANKS PLANT?

14

15

1 6

17

18

1 9

2 0

Q~

The White Tanks Plant is currently under construction to serve Arizona-American's

Agua Fria Water District. When it enters service late this year it will flow Arizona-

American to treat its allotment of Central Arizona Project water from the Colorado River.

This will allow Arizona-American to substantially reduce ground water consumption in

the Aqua Fria Water District.

21

22

Mr. Gross provides more details about the White Tanks Plant in his direct testimony and

updates the status of construction in his rebuttal testimony

23

24

Q- WILL ARIZONA-AMERICAN WATER BE ADDING NEW EMPLOYEES TO

STAFF THE WHITE TANKS PLANT?

A.

A.

A.

A.
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1

2

Yes. Arizona~American will be hiring a Production Supervisor and four Plant Operators

over the next six months.

Q-3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

A.

VVHAT WILL THESE NEW EMPLOYEES DO AT THE WHITE TANKS

PLANT?

The Production Supervisor will have direct overall operational responsibility for running

the White Tanks Plant. To ensure that the White Tanks Plant operates effectively and

efficiently, the Production Supervisor's duties will include:

Hiring new operators,

Setting staff schedules;

Conducting performance reviews,

Imposing discipline;

Ensuring rule compliance,

Maintaining water quality,

Making reports;

Supervising equipment maintenance,

Madding or directing operational adjustments, and

Recommending and implementing capital replacements.

18

19

20

21

22

The Plant Operators will consist of a four-man crew - a lead operator and three

subordinate operators. Each will be charged with operating the White Tanks Plant to

ensure that is operates effectively and efficiently, and performing various equipment

maintenance and replacement tasks. Each will also be charged with keeping detailed

records of work activities.

23

24

Q-

A.

WILL ADDITIONAL SUPPORT BE AVAILABLE FROM OTHER ARIZONA-

AMERICAN EMPLOYEES FOR THE WHITE TANKS PLANT?
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l

2

3

4

5

Yes. Arizona-American operates in thirteen districts throughout the state. Its Central

Division includes the Sun City Water, Sun City West Water, and Agua Fria Water

districts. The Central Division employs an experienced maintenance crew including

journeyman electricians. If support is needed, this maintenance crew can provide support

or perform maintenance on plant equipment.

III6

7

8

9

1 0

Q-

WHITE TANKS PLANT OPERATIONAL SAVINGS

WILL THERE BE OPERATIONAL SAVINGS IN THE AGUA FRIA WATER

DISTRICT AS A RESULT OF OPERATING THE WHITE TANKS PLANT?

Yes. Because the White Tanks Plant will maximize Arizona-American's use of CAP

water in the Agua Fria Water District, the district's well production will be reduced along

with associated costs.

1 2

13

1 4

15

Q- WHAT OPERATING EXPENSES WOULD BE IMPACTED?

To the extent that well water is not being used, pumping and treatment costs will be

reduced. The primary pumping cost is electricity. The primary variable costs associated

with treatment are the chemicals used to treat the raw well water.

16

17

18

19

20

21

22

Q. DO YOU KNOW THEEXACT AMOUNTS OF THESE POWER AND

CHEMICAL COST REDUCTIONS?

No, of course not. One of the major variables that must be estimated is well usage once

the White Tanks Plant enters service. Arizona~American has hired a consultant to

perform a well integration study, which should be completed later this year. The study

will help Arizona~Arnerican determine where, when, and how our wells will be used in

conjunction with the White Tanks Plant,

23

24

Q.

A.

A.

A.

A.

CAN YOU GIVE THE coMMIssIon AN IDEA OF WHAT THOSE

REDUCTIONS IN POWER AND CHEMICAL COSTS MAY BE?
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1

2

3

Yes. I performed a high-level analysis based on the annual system delivery in the Agua

Fria Water District. I also looked at the annual power and chemical costs and reduced

each accordingly by the estimated well production savings from the White Tanks Plant,

4

5

6

7

8

9

10

11

12

Q- HOW WAS YOUR ANALYSIS PERFORMED?

The Agua Fria Water District produced 5,879,468,000 gallons of water in 2008, all from

groundwater wells. CAP water will be delivered to the White Tanks Plant through the

Beardsley Canal, owned by Maricopa Water District ("MWD"). However, the canal is

not available between December 1 and February 13, while MWD performs annual

maintenance. This is the MWD l0~year average of canal dry-up period. During those 75

days, all the water in the Agua Fria Water District must be supplied from groundwater

sources. Therefore, the White Tanks Plant will be able to treat Arizona-American's CAP

water allocation for 290 days (365-75) each year.

Q.13

14

15

16

17

18

19

20

A.

HOW DID YOU FACTOR MWD'S CANAL MAINTENANCE INTO YOUR

CALCULATIONS?

During the 290-day operating period, the White Tanks Plant will treat approximately 10

million gallons per day, or 2.90 billion gallons of renewable Colorado River water. In

2008, water wells in the Agua Fria Water District produced 5.07 billion gallons during

the same 290 day operating period. Therefore, I calculated that the White Tanks Plant

will displace approximately 57.24 % [(2.90/5.07) x 100] of the district's groundwater

usage.

21

22

23

24

Z5

Q, HOW DID YOU APPLY THAT CALCULATION TO ESTIMATE THE OFFSETS

IN POWER AND CHEMICALEXPENSES?

A.

A.

A.

As a reasonable estimate I assume that power and chemical costs will be reduced by the

same percentage that groundwater usage will be reduced. Power and chemical expenses

are directly related to the amount of well water produced.
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1

2

3

4

Q. WHAT IS YOUR ESTIMATE OF WELL ELECTRICITY SAVINGS?

In 2008, well electricity costs during the same 290-day period in the Agua Fria Water

District were $l,383,344. If I reduce this by 57.24%, I estimate the resulting power

savings would be $ 791 ,765.

5

6

7

8

Q- WHAT IS YOUR ESTIMATE OF CHEMICAL SAVINGS?

In 2008, chemical treatment costs during the same 290-day period in the Agua Fria Water

District were $52,657. If I reduce this by 57.24%, I estimate the resulting chemical

savings would be $30,138.

9

10

Q- WHAT IS YOUR ESTIMATE OF TOTAL ANNUAL OPERATIONAL SAVINGS

RESULTING FROM OPERATION OF THE WHITETANKS PLANT?

If I add the savings for electricity and chemicals together, I estimate that total annual

savings will be $821 ,903 .

13 IV

14 Q.

15

16

SERVICE LINE AND METER INSTALLATION FEES

HAVE YOU REVIEWED STAFF'S RECOMMENDATIONS FOR THE SERVICE

LINE AND METER INSTALLATION FEES?

Yes.

17

18

Q- DO YOU SUPPORT THOSE RECOMMENDATIONS?

Yes. Arizona-American supports Staffs recommendations.

19

20

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?0-

A.

A.

A.

A.

A.

A.

Yes.
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EXECUTIVE SUMMARY

Jeffrey W. Stuck testifies as follows:

Tubae Water District

Arizona-American is planning to construct a central plant to treat the district's water supply,
which presently exceeds the federal arsenic standard of 10 parts per billion. The Central Plant
treatment option is less expensive, more thorough, easier to manage, and consistent with
recommendations provided by the Arizona Department of Environmental Quality ("ADEQ").

In the Tubac Water District, the initial cost for the Central Plant treatment option will be
approximately $2.3 million versus only about $544,000 for the Point-Of-Use option. However,
the annual O&M costs for the Central Plant option are only about $173,000 compared to
$349,000 for the Point-Of-Use option. Consequently, the cross-over point in our Tubac Water
District would occur in approximately the tenth year.

The Central Plant option treats all water delivered to the customer. This means that the water
from every tap will meet the federal arsenic standard, including water used for showering and
tooth brushing. The Point~Of-Use option would only treat water at one location, the kitchen tap.

For the Point-Of-Use Option, Arizona-American would have to regularly enter every customer
residence or business to test the systems and to replace filters. This would not only be a burden
on Arizona-American, but also on our customers.

Our Tubac Water District had an average of 535 customers during the test year. In its Arsenic
Master Plan, a compliance guidance document for the arsenic regulation, ADEQ does not
recommend use of Point-Of-Use devices in public water systems that serve more than 300
connections due to the breakpoint cost for O&M. This is consistent with our projections.

Mohave Water District

Arizona-American is currently negotiating an agreement with the Laughlin Ranch Developer
which currently owns the LR] well. We hope to finalize the agreement very quickly and to have
the well in service by August 3 l , 2009, as recommended by Staff

Mohave Wastewater

I
2
3
4
5
6
7
8
9

10
l 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

In 2007, the actual waste disposal expense associated with hauling away liquid sludge firm the
Wishing Well Plant was $186,330. As part of the upgrade, Arizona-American installed a screw
press to dewater the sludge. I estimate that the amlual cost of disposing of solid waste Hom the
Wishing Well plant will drop to just $45,000. Therefore, I conservatively estimate plant
operating-expense savings of approximately $140,000 per year.

Flows have continued to increase at the Wishing Well Treatment Plant. December 2008 saw the
greatest monthly flows in the plant's history. Peak flows have also continued to increase. Our
peak day was November 26, 2008, where flows reached 284,000 gallons. This was 84,000
gallons more than the Plant's former effective capacity of 200,000 gallons per day, or 42% above
daily capacity.
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I INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

1

2

3

4

Q~

My name is Jeffrey W. Stuck. My business address is 19820 N. 7th Street, Suite 201 ,

Phoenix, Arizona 85024.

5

6

7

8

9

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am employed by Arizona-American Water Company ("Arizona-American") as Director

of Operations for Easter Arizona, which includes the following dism'cts: Mohave Water;

Mohave Wastewater; Havasu city Water, Paradise Valley Water, Anthem Water;

Anthem/Agua Fria Wastewater, and Tubac Water.

1 0

1 3

Q- PLEASE DESCRIBE YOUR DUTIES AND RESPONSIBILITIES AS DIRECTOR

OF OPERATIONS.

In my districts, I am responsible for water treatment, wastewater treatment, customer

service, water distribution, and wastewater-collection operations.

Q- PLEASE STATE YOUR EDUCATIONAL BACKGROUND.14

15 A. I hold a Bachelorof Science Degree from ArizonaState University.

Q- PLEASE OUTLINE YOUR BUSINESS EXPERIENCE.16

17

18

19

20

21

22

23

A. I have worked in the water industry for 20 years. I began my career working at the

Arizona Department of Water Resources where my duties included water rights

investigations associated with the Little Colorado River Adjudication. In 1992 l began

working for the Arizona Department of Environmental Quality in the Safe Drinking

Water Program for the next 13 years. I held many positions in the ADEQ Safe Drinking

Water Program, the last being the Safe Drinking Water Program Manager. In 2005 I

joined American Water.

A.

A.

A.

an
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1 Q~ HAVE YOU PREVIOUSLY PROVIDED TESTIMONY IN THIS CASE?

2 No.

3

4

5

6

7

8

9

Q- WHAT IS THF PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

CASE?

The purpose of my rebuttal testimony in this case is to respond to Mr. Magruder's

testimony regarding point of use arsenic treatment and central plant treatment. In

addition, I am providing the production data and estimated cost savings of the Wishing

Well Wastewater Treatment Plant ("Wishing Well WWTP") in response to Staff and

RUCO's recommendations in this proceeding.

II10

13

14

15

16

17

Q.

TUBAC ARSENIC TREATMENT

MR. MAGRUDER QUESTIONED ARIZONA-AMERICAN'S CHOICE OF A

CENTRAL PLANT TREATMENT FOR ARSENIC REMOVAL INSTEAD OF

POINT-OF-USE; WHY DID ARIZONA-AMERICAN SELECT THE CENTRAL

PLANT OPTION?

The Central Plant treatment option is less expensive, more thorough, easier to manage,

and consistent with recommendations provided by the Arizona Department of

Environmental Quality ("ADEQ")»

Q- WHAT IS THE CENTRAL PLANT TREATMENT OPTION FOR ARSENIC18

19

20

21

22

REMOVAL?

In this option, arsenic-laden water is collected from one or more wells, treated in a central

arsenic-remediation facility, treated for other contaminants, chlorinated, and then

distributed to our customers.

23 Q, WHAT IS THE POINT-OF-USE TREATMENT OPTION?

A.

A.

A.

A.
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I

2

3

In this option, the collection, treatment, and delivery processes are the same, except that

arsenic is removed by a filtering system at the point of use, typically the kitchen sink,

with water delivered for drinking and cooking through a separate tap.

Q- HOW IS THE CENTRAL PLANT OPTION LESS EXPENSIVE THAN THE

POINT-OF-USE OPTION?

4

5

6

7

8

9

1 0

1 3

1 4

1 5

1 6

1 7

1 8

1 9

A. The Point-Of-Use option is less expensive initially. The cost of acquiring and installing

the arsenic-removal devices in each customer's home or business is less than the cost of

constructing the Central Plant. However, the ongoing operation-and-maintenance costs

for the Point-0f-Use option are significantly greater. Arizona-Arnerican would have to

regularly enter the customer's residence or business to ensure that the Point-Of-Use

devise was perfonning as required, and for periodic filter replacement. The whole

process would be very labor intensive and customer intrusive. The Point-Of-Use device

would also need to be changed in its entirety once every 10 years according to

manufacturer recommendations. By contrast, with the Central-Plant option, monitoring

is provided by in enmtion, and media replacement is required at just one location,

every year or two, and the plant itself has a much longer operational life span, on the

order of 40 years. In addition, there are liability concerns because of the necessity to

monitor a unit that is outside of the Company's control without complete access to the

customers' premises.

2 0

21

22

Q,
CAN YOU PROVIDE ANY MORE INFORMATION COMPARING THE UP-

FRONT AND LONG-TERM COSTS OF THE TWO OPTIONS?

Certainly. I have prepared the following chen that compares the two options:A .

A.

b
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l

2

3

4

5

6

7

8

9

10

In the Tubac Water District, the initial cost for the Central Plant treatment option will be

approximately $2.3 million versus only about $544,000 for the Point-Of-Use option.

However, the annual O&M costs for the Central Plant option are only about $173,000

compared to $349,000 for the Point-Of-Use option. Consequently, the chart shows that

the cross-over point in our Tubac Water District would occur in approximately the tenth

year. At that point, the cumulative costs of the Point-Of-Use option catch-up to and

surpass the cumulative costs of the Central Plant option. The forecast also assumes an

additional investment of almost $2 million would be required for the Point-Of-Use option

in year ll to replace the individual units in the customers' homes.

Q- HOW IS THE CENTRAL PLANT OPTION MORE THOROUGH?

13

14

15

A. The Central Plant option treats all water delivered to the customer. This means that the

water from every tap will meet the federal arsenic standard, including water used for

showering and tooth brushing. The Point-Of-Use option would only treat water at one

location, the kitchen tap.

s
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Q. HOW IS THE CENTRAL PLANTOPTION EASIER TO MANAGE?l

2

3

4

5

6

7

I have already touched on this, To ensure compliance, Arizona-American will have to

regularly enter every customer residence or business to test the systems and to replace

filters. This would not only be a burden on Arizona-American, but also on our

customers. Each customer uses quantities of water each month, so the effective

replacement of filters would not necessarily occur at the same point in time for all

customers.

8

9

10

11

12

13

14

Q, HOW IS THE CENTRAL PLANT OPTION MORE CONSISTENT WITH ADEQ

RECOMMENDATIONS?

Our Tubac Water District had an average of 535 customers during the test year. In its

Arsenic Master Plan, a compliance guidance document for the arsenic regulation, ADEQ

does not recommend use ofPoint-Of-Use devices in public water systems that serve more

than 300 connections due to the breakpoint cost for O&M. This is consistent with our

projections.

III15

16

17

18

19

20

21

22

Q»

MOHAVE WATER

STAFF RECOMMENDED THAT ARIZONA-AMERICAN BRING A NEW

WELL IN SERVICE FOR ITS LAUGHLIN RANCH SERWCE AREA BY

AUGUST 31, 2009. WILL ARIZONA-AMERICAN COMPLY WITH THAT

RECOMMENDATION?

Yes. We are currently negotiating an agreement with the Laughlin Ranch Developer

which currently owns the LR] well. We hope to finalize the agreement very quickly and

to have the well in service by August 3] , 2009, as recommended by Staff.

23 IV

A.

A.

MOHAVE WASTEWATER
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l

2

3

4

5

6

7

8

9

10

Q. MR. GROSS TESTIFIES THAT THERE WILL BE OPERATIONAL SAVINGS

ASSOCIATED WITH THE UPGRADE AND EXPANSION OF THE WISHING

WELL WASTEWATER TREATMENT PLANT; IS HE CORRECT?

Yes. In 2007, the actual waste disposal expense associated Mth hauling away liquid

sludge from the Wishing Well Treatment Plant was $186,330. As part of the upgrade,

Arizona-American installed a screw press to dewater the sludge. Based on our

experience at our Anthem Wastewater Treatment Plant, I estimate that the annual cost of

disposing of solid waste from the Wishing Well Treatment Plant will drop to just

$45,000. Therefore, I conservatively estimate plant operating-expense savings of

approximately $140,000 per year.

12

13

14

Q. WHAT HAS BEEN THE TREND WITH FLOWS AT THE WISHING WELL

PLANT?

Flows have continued to increase. The following table shows monthly flows for the

years 2004-2008.

Table - Monthly Flows at Wishing Well Treatment Plant (million-gallons/month)

JAN
FEB
MAR
APR
MAY
JUN
JUL
AUG
SEP
OCT
NOV
DEC
Told

2004
3.5000
3.5680
3.6676
3.5645
3.4137
3.2708
3,4577
3.5661
3.3918
3,8055
4.1481
42823

43.6361

2005
4.2327
3.8964
4.5064
4.2216
4.4503
4.0808
4.2679
4.3570
4.2680
4.6815
4.8141
4.9637

52.7404

2006
5.2405
4.9412
5.2719
5.1776
5.1008
4.8097
5.2768
5.2358
5.1879
5.0621
5.2477
5.5904

62.1424

2007
6.2361
5.5790
6.2015
6.1266
5.9844
5.3793
5.6995
5.6937
5.5907
6.0749
6.1426
6.3761

71.0844

2008
6.4742
6.1517
6.4626
6,3996
6.3247
5.5063
5.8099
6.1751

5.91564
6.259
6.466

6.7831
74.7279

A.

A.

an
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l I have also provided the data in chart form.

2

3

4

5

6

7

8

9

10

11

The data show that monthly and annual flows continue to increase. December 2008 saw

the greatest monthly flows in the plant's history.

12

13

14

15

16

Q~ WHAT HAVE RECENT PEAK FLOWS BEEN AT THE WISHING WELL

TREATMENT PLANT?

Peak flows have also continued to increase. Our peak day was November 26, 2008,

where flows reached 284,000 gallons. This was 84,000 gallons more than the Plant's

former effective capacity of 200,000 gallons per day, or 42% above daily capacity.

17

18

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes.

A.

A.

b
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l EXECUTIVE SUMMARY

2

3

Mr. Day testifies as follows:

Tank-Maintenance Program

4
5
6
7

Staff recommended that the Commission reject Arizona-American's proposed tank maintenance
program. Arizona-American acknowledges that it did not propose a clear program and did not
support it with enough data. Therefore, Arizona-American offers a revised program that should
be more acceptable to Staff.

8
9

10

12
13

Tank maintenance is one of the largest single maintenance expenses for a water utility. Although
it is a relatively predictable expense for the Company, a particular district might see more or less
than its proportionate share during a rate case test year. For a smaller district, the expense can
have a significant impact on rates. By funding tank maintenance by an annual accrual, the rate
impact of the maintenance can be spread over many years, lessening the rate impact on
customers.

14
15
16

17
18
19
20
21
22

23
24

25
26
27
28

Under the revised program Arizona-American would perform inspections, interior coating, and
exterior painting every 14 years for every tank. It is more cost effective to only have to take a
tank out of service once every 14 years, rather than every seven years.

Arizona-American used information from Arizona Water and data from our Missouri-American
Water affiliate, which has over 100 tanks and many years of tank maintenance records. Based on
this study and our experience with the Arizona climate and water-quality characteristics, we
believe that 14 years is an appropriate timeframe for maintenance of both interiors and exteriors.
This time period is more customer friendly for costs while still allowing us to maintain our
valuable assets in a timely manner.

Maintenance costs are based on the costs used by Arizona Water. Interior coating is at
$4.22/sq.ii., and exterior coating is at $1.68/sq.ft.

Arizona-American projects that Ir will spend approximately $4.4 million over the next 14 years.
In her rebuttal Schedule C-2, Ms. Hubbard calculates the proposed revised annual tank-
maintenance accrual by district. The adjustment is detailed on ADJ SLH-5 Tank Maintenance
for each district.

29
30
31
32

The tank maintenance funds would be accounted for in a reserve account that could only be used
for tank maintenance. Second, Arizona-American can annually report on the status of the
account, including the funds collected, the maintenance performed, and the year-ending fid
balance.

33 Small Meter Replacement Standard

34
35
36
37
38

Arizona-American strives to replace small meters alter 15 years of usage. Meters need to be
replaced over time, because meter accuracy also decreases over time. These inaccuracies are in
the customers' favor, but the result is inaccurate billing, inaccurate rate calculations, and
inaccurate water-loss computations. This is consistent with a study performed in 1995 by the
City of Phoenix.

4
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l I

Q.2

3

4

5

A.

INTRODUCTION

PLEASE STATE YOUR NAME, BUSINESS ADDRESS,AND TELEPHONE

NUMBER.

My name is Troy Day. My business address is 19820 N. 7th Street, Suite 20] , Phoenix,

Arizona 85024 and my business phone is 623-445-2422.

Q- IN WHAT CAPACITY AND BY WHOM ARE YOU EMPLOYED?6

7

8

A. I am the Vice President of Operations for Arizona-American Water Company ("Arizona-

American" or the "Company").

Q- PLEASE DESCRIBE YOUR PRIMARY RESPONSIBILITIES FOR THE9

10

13

14

15

16

A.

COMPANY.

I lead the Operations, Water Quality and Water Resource functions of Arizona American

Water. I guide the capital improvement program to ensure Arizona Operations facilities

comply with American Water standards, as well as all regulatory requirements. I direct

the implementation of Mandards of practice, policies, and business plans to ensure

operational efficiency and effectiveness. I ensure water and wastewater operations meet

the required standards and are in compliance with all regulatory requirements.

Q- PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE AND

EDUCATION.

17

18

1 9

2 0

21

2 2

2 3

2 4

2 5

A. I have worked for American Water for over eight years. Previously, I served as the

Production Director for American Water, Western Region. Before that I was American

Water's Director of Water Quality for its Wester Region. I came to American Water

from the Arizona Department of Environmental Quality, where I managed numerous

programs including water permits and water quality standards. Before that I worked as a

Hydrologist for the Arizona Department of Water Resources. I am a graduate of Arizona

State University, where I studied Geology.
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l

2

3

Q- WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMUNY?

I will discuss Arizona-American's proposed revised tank-maintenance program and also

the timing of Arizona-American's small meter replacement program.

II

Q-

TANK-MAINTENANCE PROGRAM

DID ARIZONA-AMERICAN PROPOSE A TANK-MAINTENANCE PROGRAM

IN ITS DIRECT TESTIMONY?

4

5

6

7 A. Yes, Mr. Cole proposed such a program. Mr. Cole reports to me.

Q» HOW DID STAFF REACT TO MR. COLE'S PROPOSAL?8

9

10

11

12

13

A. Staff witness McMurray recommended that the Commission reject Arizona-American's

proposal. Mr. McMurray did not believe that Arizona-American had provided sufficient

support for the recommended annual expense levels. Mr. McMurray stated: "StafT

recommends normalizing tank maintenance expense by using an average of the general

ledger balances for the past three years."

Q- HOW DO YOU RESPOND TO STAFF?14

15

16

17

A. I understand Staff's concerns. Arizona-American did not propose a clear program and

did not support it with enough data. I would like to offer a revised program that should

be more acceptable to Staff.

Q- WHY DOES ARIZONA-AMERICAN STILL WANT A TANK-MAINTENANCE18

19

20

21

22

23

A.

ACCRUAL?

Tank maintenance is one of the largest single maintenance expenses for a water utility.

Although it is a relatively predictable expense for the Company, a particular district

might see more or less than its proportionate share during a rate case test year. For a

smaller district, the expense can have a significant impact on rates. By funding tank-

A.
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I

2

maintenance by an annual accrual, the rate impact of the maintenance can be spread over

many years, lessening the rate impact on customers.

3

4

5

6

7

8

9

10

11

Q. WHAT ARE YOU PROPOSING FOR ARIZONA-AMERICAN'S REVISED

TANK MAINTENANCE PROGRAM?

Under the revised program Arizona-American would perform inspections, interior

coating, and exterior painting every 14 years for every tank. This differs from the Tank

Maintenance Program approved for Arizona Water, which is to perform interior coating

every 14 years and exterior painting every seven years. Arizona-American proposes 14

years for both interior and exterior coating, because it is more cost effective to only have

to take a tank out of service once every 14 years, rather than every seven years. Further,

our experience is that exterior coating every seven years is more often than needed.

Q- IS THERE ANY AMERICAN WATER WORKS ASSOCIATION (CGAWWAW)

STANDARD FOR TANK MAINTENANCE AND REPAIR?

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

A. No. Due to differing climates and water quality characteristics there is no standard time

frame for tank maintenance. Because there is no standard we have used information from

Arizona Water and data from our Missouri-American Water affiliate, which has over 100

tanks and many years of tank maintenance records. As discussed above, Arizona Water

has used a tank maintenance deferral account to paint tank exteriors every seven years

and coat interiors every 14 years. Missouri American Water's average schedule for

painting tank exteriors is eight years, and for coating interiors every 12 years. Our

experience with the Arizona climate and water-quality characteristics leads us to believe

that 14 years is an appropriate timeframe for maintenance of both interiors and exteriors.

This time period is more customer friendly for costs while still allowing us to maintain

our valuable assets in a timely manner.

A.
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1

2

3

4

Q. WHAT IS ARIZONA-AMERICAN'S PROJECTED TANK-MAINTENANCE

EXPENSE?

Arizona-American projects that it will spend approximately $4.4 million over the next 14

years.

5

6

7

8

9

10

Q- HOW DID YOU CALCULATE THE PROJECTED TANK-MAINTENANCE OF

$4.4 MILLION?

Please see Exhibit GTD-Rl , attached to my testimony. Page one on Exhibit GTD-Rl ,

describes each water tank in Arizona-American's system. Page two shows the proposed

scheduled maintenance for each tank on page one and calculates the expected cost of the

scheduled maintenance. Finally, page three summarizes page two. The first column on

page three shows the $4,400,281 estimated tank~maintenance cost over the next 14 years.

12

13

14

Q. WHAT ARE THE MAINTENANCE COSTS IN EXHIBIT GTD-Rl BASED ON?

These are based on the costs used by Arizona Water. Interior coating is at $4.22 /sq.ft.,

and exterior painting is at $1 .68/sq.11.

15

16

17

18

19

Q. WHO CALCULATES THE PROPOSED REVISED ANNUAL ACCRUAL BY

DISTRICT?

In her rebuttal Schedule C-2, Ms. Hubbard calculates the proposed revised annual tank-

maintenance accrual by district. The adjustment is detailed on ADJ SLH-5 Tank

Maintenance for each district.

Q- ARE YOU PROPOSING ANY OTHER FEATURES FOR THE REVISED TANK-

MAINTENANCE PROGRAM?

2 0

21

2 2

2 3

Yes. First, the tank maintenance funds would be accounted for in a reserve account that

could only be used for tank maintenance. Second, Arizona-American can annually report

A .

A .

A .

A .

A.
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I

2

on the status of the account, including the funds collected, the maintenance performed,

and the year-ending fund balance.

III

Q_

3

4

5

6

7

8

9

A.

SMALL METER REPLACEMENT STANDARD

WHAT IS ARIZONA-AMERICAN'S STANDARD FOR REPLACING SMALL

WATER METERS?

Arizona-American strives to replace small meters after 15 years of usage. Meters need to

be replaced over time, because meter accuracy also decreases over time. These

inaccuracies are in the customers' favor, but the result is inaccurate billing, inaccurate

rate calculations, and inaccurate water-loss computations.

10

11

12

13

14

15

The AWWA standard for small meter accuracy is 96% average accuracy, and the

recommended testing period for small meters is 15 years. This is consistent with a study

performed in 1995 by the city of Phoenix. The city found that once a meter had

registered more than 748,000 gallons, accuracy began to dip below the AWWA standard

of 96%. A meter needs to register just 137 gallons per day consumption (just over 4,000

gallons per month), to register 748,000 gallons in 15 years.

16

17

18

19

20

Average consumption even in our Sun City Water District exceeds 8,000 gallons per

month. Based on the Phoenix study, we would expect that almost 100% of small meters

aged 15 years and older would not meet the AWWA standard of 96% average accuracy.

This is confirmed by our experience testing small meters that have been in service 15

years or more. This is why we strive to replace all small meters after 15 years of usage.

Q- DOES THIS CONCLUDE YOURREBUTTAL TESTIMONY?21

22 Yes.

b

A.

in
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To review Part 2 please see:
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To review Part 3 please see:
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